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No apology is perhaps needed to add yet one 
mo:re Tr>liiiiie to the existing number of books on Book- 
keeping. There are no doubt masterly books "written 
by learned iiieii like Messrs. Carter, Spicer and Pegler, 
Batliboi, and iiiaiiy others, but a miniber of them' have, 
it seems designed their books for students who have 
got a fair kiiowiedge of the elementary principles, aud- 
it is' for this reason that there is as yet no good book 
available in the iiiarket which can meet all the reqiiire- 
inents of a beginner. 

As a teacher of Book-keeping ” for the last ten 
year's, I have ha.d frequent opportunities of seeing what 
a huffhear tliis easy subject has become for the students 
reading in High. School and even in College Classes, 
It is my experience that for want of a suitable elemen- 
tary book which will serve the -purpose of the students, 
many a student has to' rety solely ^ on cramming,, the 
dead weight to reasonable , understanding; and hence it 
is no wonder if they, are always nervous -of this subject. ' 

It is with a view to remove this difficulty that an 
effort has been made to be of service to the student 
world. In this book the point chiefly borne in mind 
is the most natural and easy way of presenting the 
subject It is for this reason that the opening of subsi- 
diary books has been left to the later stage till the 
student has tlioroiighly grasped the principles, particu- 
larly of journalising. # 


# 

# m 


Ill tliis book not only a larg'e nniiiher of exerei.^es 
bas been giTeii but- also tliey bare been arninged and 
graded to suit the needs of tlie students. Besides, n 
mimber of test questioBs and exainination pa])ei's have 
been added with a view to help tlie students in. tlie,ir 
preparations. 

This book has been designed for the High School 
Classes' a.s well as for the stiid-eiits reading in the first 
year of' the Intermediate in Coriinierce Class and can 
Yery well be used bj" those who - are appealing for 
other examinations like the . London Cliainber of 
Commerce, GrOYeniment. departmental examinations 
etc. It is hoped tliat the present elementary voliinie 
which the author has ventured to place before tlie. 
public will be found useful by teachers ' and students 
and will supply a long felt want. The author will 
deem it a great favour if helped with suggestions as 
well as criticisms for its improvements. 

In the end he has great pleasure to acknowledge 
his indebtedness to his colleagues particularly Pandit 
Eeoti Saran as 'well as his students who have 

helped him in various ways. Messrs. G . R. Bhargava 
and Sons deserve his thanks particularly for the 
promptness with which they have got this book printed 
and published in the short time at their disposal. 


The Author.- 


PREFACE TO THE SECOND 'EDITION* , ' * 

111 issuing this .revised and ejilarged edition 
opportriiiitjT' lias been taken to make it as complete 
and comprehensive as possible in the lig'ht of the 
s'liggestioiis I’eceived, At several places the matter 
has been rewritten and even the arrangement of the 
chapters .has been changed to ■ make the book more, 
suitable. A number of select exercises has been added, 
and besides a large number of typical questions from 
the various examination pape.rs are given at the end of 
the book under the section ‘ Sapplementary Exercises’. 
The latest qiiestioii papers of the High School and 
liiterinediate Boards of the United Pinvinces and 
liajputaiia have also been appended to indicate the 
standard. A glossary of important Book-keeping 
terms lias also been added for ready reference. In 
short, no pains have been spared to make this little 
volume useful by making such improvements as have 
been deemed necessaiy. 


OHANDAOSI, , ,, 

13ih April, 1933. 

AUTHOR 
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A Groundwork of Book-keeping. 

CHAPTER 1. 

Book-keeping npto the Trial Balanee — Journal. 

T'he eroliitioii of largo scale business lias made, 
tlie ^’ord Book'-keeping quite familiar to our ears 
hut cren then reiy four have got the correct notion 
regaixiing the same. It is both a science and art of 
•systemati<3alJy and correctly Tvriting in the account 
books all the business transactions involving transfer 
of money or inoTie 3 ^\s ^Yorth. S 3 ^stematic book-keeping 
onabies us to find out aociiratelj^ the result of the 
business transactions during any period chosen by us 
and shows us our financial position at any time clearly 
and ac'ourately. 

Tills is not a now art and is traced e^-^en to 
ancient times. Lucas Pacioli, a Fransciscan monk 
published his book on book-keeping, *De c&mpas et 
b'crqyiuny in the year 1494 or 1495. Memorandum or^ 
waste book, ledger and journal are the books mentioned 

him for use. Hugh Oldcmtle translated this book in 
English and published it in London in 154B. Edward 
Jones wrote his book in 1795 . styled ^English System 
of Book-keepingV and improved upon the old books by 
adding one more column to the journal as formerly 


(toIj’ ore eoliimii iii^ere and hy iiilrndu-in^ii, Tnnf 
Balance and Bonglit and Sold lMM>jvv. With a hnv 
additions siicli as the Company W'n'tnnas,.Sc!r-.Bi'daia''i!ig 
Ledger sA-'steiiy Double" Accoinit s\'ste in etc. w'c have 
the present science of teok-keeping". As rite inerelianL' 
of Venice,. Genoa and other towns rd Italy wore tlie 
first known people'to use this Dool>ie Entry System oh 
Book-keeping, it i& often called the ^Italian, system. 

Account books kept on, the sy^^-teniaric basis wdil 
enable a nierehant to ])rofit by the following ii.dVunna- 
tion: — , , 

(■1) How ninelV money and stru'k of gotvds he 
has got ? 

(2) Wliat amonrrt he owes* to others and what 
amount othei's ow’e him ? 

(8) Wb'ether lieis gaitiing or losing if so iu» 
what manner ? 

(4) Whether he is solvent or insolvent ? 

In addition to the adv*antago of getting the above- 
information, the account books help him in the (Jourts- 
of Law to prove the transaction. 

Tlie current system of book-keeping is what is 
known, as the Double Eii?try Book-keeping as disting- 
uished from tli^e old ard defective system known as 
the Single Entry Book-keeping. In the latter system 
classifie-d: information of the accounts- only of persons- 


is kept aid not of /those cO:ixoeramgi.mpersoBal aOeoiints 
:su(*h as gotHrls, ■wages'^etc. * 

Before^ taking , up the study of the system it is 
necessary to understand properly the meaning of 
.'Some teehiiical w'ords:— 

An Accoinit— It is' a record, in n ledger of the 
Tarknis traiisactioiis that have taken, place with a 
person or coneerniiig a thing, such as Eama’s a/e. 
<ioods a/e. etc. It is divided into two sides, teehnieally' 
Ivoown as the debit and credit sides. The debit 
side is on the left hand and the credit side on the right. 
The , former records the advantages .received by 
tlie party or the additions of purchases of things while 
the credit side siiows the benefits given by the jxerson 
or rediictioiis in the things. The usual ruling is as 
under.:— " ■ ■ 


Dr, EAMA' ■ Or, 


1 ' ' ' ' ' ' ^ 

d 

1 



D' 

1 

Bate.! Particulars, 

% 

fo 

: Amo lint 

Bate. 

Particulars. 

• iH 

Amount 

Jan, ^ To Goods ' 

5 

.i(K3 0 0 

Jan,22 

By >cask 

13 

.sooo a 


Debit and Credit—Bj?^ the Debit side is meant the 
left hand side of a ledger account and by the credit 
side the right hand side. When therefore we say that 
we debit an account we mean that we ^make an entry 
*011 the left side, and when we eredit *an account W'e 
write the entry on the right hand side. 




' ■■ *:■ ■ ■■ . ■ fY' ■ ■ . 

■ . ■:■■■; ■■■ 

^ { 4 : ) / ..i 

Books Roagb Book or Mecnorandwn 
^ Book— It, is a book in wliicli ^peeiiiiiaiy trafisrietimis are 
'written ill ehronoligical order irrespective oC its ii]i]-)or- 
.tanee 'or iiattire. It 'was formerly in vogue but it is 
' now rarely used except in some batiks. The following 
is tlie specimen of the waste book of Mr. Anandi Persad. 
Trader^ Lfucknow:— 


June 1. Started business with Rs. 20000 m 

capital. 

June 5. Piireliased goods of Rs. 1000. 

June 7. Sold goods Rs. 1500. 


Joumal^ — The Journal or Daily Record or Daily 
Register as it is called is an acconnb book in wliich 
transactions are written from the Waste Book in order 
of date and in a classified form for the sake of transfer- 
ring them to the ledger. It was formerly the only 
book of original entry but its importance is mneh 
reduced by the introduction of other books sucli as 
Cash Book Sales and Bought Books, and Bill Books etc. 


JournaL 


Date. 

Particulars. 

Foi o. 

Dr. 

Ks. 

: Cr. 

Rs. 

1928 
Jan. 15 

Rama Dr. 


100 0 0 , 

1 


To Goods. 


! 

100 0 0 1 


(For goods/ sold to 
Rama) 



1 



The iMnt aiicl ere dii columns facilitate the writiiio' 
cdVtlie oil uilhs ill ilu^ ledger - to tlie debit or 

credit side as tlie. case may be. ' : . * . 

Narration— It is an explanation of the entry in the 
joimiai, and is, given just below the journal eiitrj vide 
the , remark ^For ^g&ocU ^edd ■ 4'& Rmna^ after the above 
jouriial'eiitryv. 

Ledger is a book of very great importance and 
con tains a large number of accounts. In this are 
opened, tlie various accounts and all the items relating 
to each account are collected in The number of 
ledgers maintained in the business dcpeaids upon its 
siise and the system of book-keeping. 

Double Entry, 

Meankg--It is the only system of importance and 
takes its name from the fact that the amount of each 
transaction is entered twice^ at one place to the debit 
of an account and in the other to the credit of some 
other account Itdoesneitkermake two separate transac- 
tions nor it duplicates the work but it simply makes 
one debtor and one creditor for one and the same 
transaction. For instance when goods are sold to Rama 
Rama is made debtor and goods account creditor. 
This simple point is very often misunderstood and so 
Rouble Entry is often explained wrongly by students 
as ^doing the work twice overk Tlik system is very 
accurate and perfect. It is the system that is in vogue 
in all the important business houses of today. 


.^. Principles — These are. ■Tery. 'mipwtan as is dii 
these that tlie whole system .-has been hiiih ii]) 
are three in .nuin-ber:— 

' (a) Every traiisaction that takes place in bnsi-’ 
ness must have two sides, one and. 

the other GMng, It is not possible to have- 
receiving without gmng. Thej-e must be 
some one to give and some one to receive 
as one cannot exist without the other. 

(b) As tliere is a twmfold aspect of the same- 
transaction there mast be a twofold eiitiw 
in order to complete the record. It means 
in other words that for each debit there 
must be a eorresponding credit and vice- 
versa. 

(r) Tlie giving and taking or the deltit and tlie 
credit is between accounts in the same set 
of books and not in the different ones. 

Rules— -'These are the regulations or laws in vogue 
framed by the inventors of the system or formed by 
the current practices prevalent. For the sake of 
uniformity they are considered binding b}^ alL In 
the English system there are four important rules: — 

(a) In general the books in use are three, tlie 
Memorandum or the Waste Book, the 
Journal and the Ledger. The first, how-ever, 
is not much in practice. 

{b) The l§ift hand side of each account is called 
the debit side and the right hand the credit 




\ 




, lii ledger aeceniits is ■prefixed.. 

» to tlie eiitries on tlie debit (left) side and 
■" By "" to tliose on tire credit (rig'll t) ojie. 

The account which receives anytliiag is 
called Debtor. (Dr.) and the one that 
gives Creditor (Gr.). 


, Billies (b), (c) and (d) are as a matter of fact made 
for coiiveiiieiice.. It will not much matter if the debit 
side is kejit on the right hand or 'By'’ is prefixed to items 
on tlie debit side, or the receiver is called a creditor 
blit only if all agree on the point. But if one 
pots clebit iteins on the left and the other on the 
right it will create a good deal of confiision and there 
will be a dreadful nniddle-.' 

Theory-^-Anj^ business transaction that tidvcs place 
necessarily envolves two sides and presents a twofold 
aspect. .Fur e^ery giving there mnst be taking and 
vice versa. This will necessarily mean recording the 
same transaction in the same set of books on two sides, 
the debit and the credit. It therefore establislies the 
imjjortant fact that for every debit there iniist be a 
correspoiiding credit and vice versa. Suppose for 
instance that we are to record the transaction Taid 
in casli Rs. 50 to Krishna’, we will have to debit Krishna 
and credit Cash account for the same. In this case 
Krishna has received the benefit and the same is given 
by the Cask aocoaiit. Under tl^s system it is not pos- 
sible to think of one aspect without the other. 


Advaatag^'s-— As this is 'a aiost perfect and ric^c-iirafr^ 
system of book-keeping. ifc . has; got many iuhauitagcs” 
of which the follawing; are' ii»poiiaiit> 

(u ) ' As this system- takes into accoiiiit tlie dou- 
ble aspect of eTeryA-ransactioii aceii racy of 
the books can be tested -by tiie preparation 
'mf-a Trial Balance. (T. B.) 

{¥)' Profit and Loss aecoiint and Bala.nee S,h'eet’. 
can be ■ independently prepared and tlie 
accuracy of the figures of the Capital 
account balance and the Balance Sheet is 
tested because the capital aceoiujt balance 
in the Balance Sheet must tally with the 
figure of the capital accoant in tlie ledger. 

(e) There is a complete record of transactions 
^ as this sj-stem takes into aecoiint not only 
the personal accounts but impersonal ones 
' also. 

(d) As there are all the impersonal accounts a 
detailed Profit and Loss account can bo 
prepared and much reliable and important 
inf ormation can be got. 

(e) It is a wery accurate and efficient system 

and so there will be few iooplmles for 
fraud. 
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As alreaily explained iii'-; gene nil there:' are. tlireo 
books is Ti.se:-^'*™ , ^ 

The Meniorandiim or the Wasj'/e Book,.' 

. (2) The Journal. 

(3) The Ledger. 

The Waste book is generalh^: not maintained these 
days and exen most of the jonnial entries are superse- 
ded by a niimber of subsidiarx^ books (e. g» the Piircha- ; 
ses Book, the Sales Book, Bill Books, etc.) t# avoid 
the bulk of the book and also to simplify the work 
The third book used is the ledger and will be dealt 
with, in tlie second chapter. 

Journal. 

Tliough the use of a journal is superseded by the 
subsidiary books in many places, yet there are a 
number of. countries, Spain, Prance, Italj^ and parts 
of G-erinauy and Aiistiia where the use of Journal is 
compulsory as per the Code of Napoleon. 

Theory of Journalising— According to the prince-^ 
pies of Doubl^' Entry every transaction has two aspects^ 
the receiving and the giving. Take for instance the 
case of a firm lending money to Vishnu Batt then 
Vishnu Batt is receiving it and cash is given. Similarly 
if the same firm buys furniture, furniture is received 
and cash is given. In short in any case we can split 
lip the transaction into two parts the debit and the 
credit, the former being equiyaleiit to receiving and 
the latter to giving. Tn the account books the person 


■ ■ ■ / ' 

rQeeiviiig tlie be or the thiiig reoeiveii is nuule 
clebtor aii^^ entered in tlie I)i\ et)h ukh luid ihe 
person giving i;he benefit or the tlimg going uur is 
made creditor and is therefore entered in the Vr. 
colimin. 

The following rules will be of great lielp to a 
beginner in journalising the varioiis 'types of transac-' 
tions: — 

(a) What cc»mes in is to be debited and what 
goes out is to be credited e. g\ Ils. 50 
received for coffee sold. 

Casii account Dr. ... Ks. 50. 

To Coffee account. Rs. 50. 

(b) III each transaction there are two things 
euYolved and when one is debited the 
second is naturally credited and vice versa. 
Eent paid Its. 100. Cash goes out tlierefore:- 

Itent account Dr. Rs. 100. 

To Cash account ... Rs. 100. 

(c) The account which gives the benefit is to be 

credited and the one that receives is to be 
debited. A loan of Rs. 200 given to Rama 
then : — 


Eaiha Dr. Rs. 200 
To Cash aciount 


... Ks. 20U 


(fl) ®Losses te l:>e debited and gains'. be c,redite€i 
Paid trade.. expenses. Rs, 25,; and received a ’ 
.. eonimissioii of Rs. 100 then — , ; ' 

Tra..de Exps. account ... Dr. Rs. 25 

To CJash Rs. 25. 

In the case of commission it is a gain 
and so— 

Casli account Dr. Rs. 100 

To Commission. Ks. 100 

Few ]u!]ts on journalising:*— 

(1) Whenever a new business is started 
tlie tuuount brought in the owner is not credited to 
his personal account opened in his name but to an 
account called dhi])itar account and siibsecpient addi- 
tions to and withdrawls from are also similarly treated 
through tlie same account e.g. Eama starts his business 
with Rs. lOOU. tlien the entry will be 

Cash account Dr. Rs. 1000 

To Capital account ••• Rs. 1000. 

(aid not 

Cash ’account ••* Dr. Rs. 1000 

To Eama Rs. 1000. 

The same principle will apply when there is a 
partnership firm. In this case instead of one individual 
proprietor there are more persons who join hands with 
a Tiew to share profits according #to their agreement. 
In this case each, partner brings his share of capital 


■ ■■ ' ' f. 
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ai](l it is credited- to;. his, .capital '-accoaiit. ■■ When /there, 
fs -one .man’s, capital -.there is^ no' .■riece.ssity ■ Oi prefi.xmg 
, his nan: e to Ms ...capital accoiintj. but when tliere ; are 
several owners^ the capital account of each must be 
distinguished from that of others by adding liis name 
to.it, e.' g. Eama’s Capital' account, B’s Capital account 
and'.so .oiu., ' At the end of the .year when the profit 
is ascertained the share of every partner is added to 
his capital account and drawings are deduoted. 

In the case of a company (wliicli is an association of 
indivichtals fox* profit ) the capitai account shows in total tlie 
contribution of all the sharelioklers. To this account the balance 
Profit and Lo 3S account is not transferred at the end of the 
period but each shareholder is given a share of profit and 
the balance of P. & L. account appears in the Balance slxeet. 

(2) Sometimes at the time of opening a new 
business instead of bringing in cash, goods are brought 
in. In such a case the accounts of the things brought 
ill are debited and the capital account is credited, e. g. 
liama starts his business with Rs, 5000 worth of wheat 
tlien: — 

Wheat account Dr. Rs. 5000. 

To Capital account Rs. 5000. 

(3) When the goods are bought or sold and the 
name of the person to whom sold or from whom 
bought is given and it is not told that it is a cash 
transaction it is to he taken as a credit one (Vide entry 
dated the 11th Jam, 1928 in the following example.) 


'( 13 ) » 

(4) A thin liiiegenerally .iiiredinkis drawn after eacli 
tra,-nsactioa up to the folio column and the narratiola 
for the entry is written below ’ the entry. Generalty. 
narration is neither given for each entry nor it is^.neces- 
sary, but it is given in the case of difficult or confusing 
entries, only « 

The following entries in the journal from the 
Memorandum Book given below will help in under- 
standing the rules given above:-— . ^ ' 

Memorandum or Waste Book of Beni Prasad. 


Jan. 

1 

He starts his shop with 

lis. 

8000 

17 

5 

He purchases goods 

77 

3000 

77 

8 

He sells goods 

71 

1000 

77 

9 

He lends to Rama 

77 

500 

7 ? 

11 

He sells goods to Sarju Pd. 

7? 

300 

77 

13 

. He pays wages 

77 

25 

?7 

15 

SarjiL *Pd. returns goods 





being of bad quality 

7f 

100 

77 ■" 

17 

He borrows from 





Giilab Sing 

77 

1000 

77 

17 

He pays into the bank 

7) 

2000 

■ .77 ■■ 

19 

He purchases goods 

77 

2000 



and pays cartage 

77 

100 

77 

23 

He withdraws from the bank 

1000 

' '77 

25 

He sells goods to 





Shambhn Nath 

77 

1500 

77 

27 

Receives from Sarju Pd. 

77 

200 

77 

31 

He pays rent » 

77 

100 



,1 77 « 

77 

300 







Joiiriialise tlie following exercises: 


(1) January 1. Mr. Eaincliandra started his busi- 
ness as a wheat mercliant by putting in Rs. 5000 as 
his capital. 

January 5. He purchased wheat of Rs. 700 and 
furniture for his shop of Rs. 800. 

January 10. He sold wheat for Rs. 800. 

January 15. He borrowed Rs. 400 from Mr. Jackson 
and purchased wheat of Rs. 200. 

January 21. He sold his wheat for Rs. 250 and 
lent the whole sum to Mr. Lalta Prasad. 

January 31. He paid wages Rs. 130. 

(2) Peb. 1. Mr. Albert started his business as a 
Timber Merchant with a capital of Rs. 4500. 

Feb. 5. He boiTOwed from Mr. Sams Rs. 800. 
and purchased timber for Rs. 3000. 

Feb. 9. Mr. Ram borrowed from him Rs. 300. 

' / Feb. 12. He sold timber of Rs. 3700. ; ' 

Feb. 18. He sold timber to Ram for Rs. 700. ^ 

, Feb. 21. Ram Paid him R$. 1000, ' ^ 

' 'Feb. 23, Ram returned timber of Rs. 200. \ 

_ i ^ ‘^'^Feb/28, pltid' rehll tod wages^ Rs. 100. ' ’ 

, ; . ,(3) ' '' Ifarch 1.^ ^ started 'his shop, ? ol tea-; t - 
' and 'poff^e /With the initiii ' iMl ' Rb, i ^ p- ; I:f‘ ! ' : ; . 



March 5. Ho purchased tea and coff< 
. oOO respectively. 

MarcL. 8. He sold on credit eoffc 

3X'S. It. & 

March 10. Ho borrowed lis. 200 fron 
300. from Mr. James. 

March 12. Messrs. R & Co., paid iiiu 
March 19. Mr. Scott took a loan of R 


March. 27. He sold tea of Rs. 80 t 

March. 31. He paid rent Rs. 100 
Cash sales during the month coffee Rs. £ 

( 4 ) Apiil 1. Anant opened his bo 
books worth Rs. 1000. 

April 5. He sold books for Rf. 600. 
I : April 9. He soldi books for Ra. 100 

April 12. He pui’ohased books of 
G-ovind and paid Him i^-. 200 as part pay: 

: li : • ' ' .^-Pril ,M,,' HO’ bOrrOtrerf . ■frntv* 



(S) Mo,y^l. Shiv Persud started his cloth shop with 
Its. 2000 worth of cloth and Es. 1000 in oash. 

May 5. He sold cloth of Es. 950* to Ram and 
paid Es, iOO to NathiilaL 

May 8. He purchased cloth of Rs. 1200 from 

Swanip Narain. 

May 10 He paid Es. 700 into his Bank 

May 12. he received from Ram his dues which 
lie paid to Swanip Narain, 

May 15. He purchased cloth of Es. 800. 

May 17. He sold cloth of Es. 910. 

May 20. He paid wages Es. 15 and postage Es 2. 

May 28. He purchased cloth from Euplal of 
Es. 1300. 

May 25. He returned to Ruplal cloth Es. 300 
and paid Rs. 800 as part payment. 

May 28. He bonowed fxx^m Sri Earn Es, 200, 
and lent the money to OopaL 

May 81. Ha sold cloth of Es. 800. He paid 
wages Rs, 80, salaries Rs, 1 100^ and rent i Rs. 250, 

< 6 ) , June 1. Keshav started his wheat shop with 
Es. 2500*as his capital, “ ^ ' ’ * ' : ‘ I ^ , -I 

June 3. He ^ purchased on credit wheat ! of 
Es. 80Q from Bam and psiH' cartage Es. 8. ^ i; f I f '! : 

June,- ,5.* He ; gate ! “a : Jew ' ot EsJ 350 ' to 

BMh Dass^l , I ! i * I * :1 ; ll I j 0 ^ r ^ 1 ^ ^ f 

. ^ June^; I Be .E^,' 150ft 



June. 9, Shanfeer purchased wheat r trom 
for Rs. 500'. 

'9 

J line 11. He received Rs. 400 from S hanker 
June 15. He paid into- Bank Es. 300. 

June 19, flepurdiased wheat of Es. 700 
Bam.. 

June 21. He returned wheat of Es. 100 to 
as being of inferior type. 

June 25., He drew from Bank Es. 300 and paid 
same to Earn. 

June 30. He paid wages Es. 50 Rent Es. 60 


( 7 ) July 1. Eosemand of Liverpool starts hi 
siness as a bookseller with g 1500 in cash. 

July 3. He sent g 500 to* the Bank. 

dtdy 5, He purchased books of S 800, from Bms..' 

July 8. He sold! Imoksjfflf g 250 to Meam, B..& Go 

Jpg, half .theiaiKountlaJcatk , 

J% I(L He dmw ftoj^ the Bank g lOO and naid 


Albert 





(8) Aii§. 1. Mr. Womesli kept Rs. 1500 iii liis 
bank to serve liim as liis capital. 

Aug. 5. He purcliased chairs of Rs. 350 and tables 
Us. 500 from Lalta Prasad. 

Aug. 7. He sold to Kirshna tables of Rs. BOO. 

Aug. 9. He drew from Ms Bank Rs. 800. 

Aug. 12. He received Rs, 200 from Krishna. 

Aug. 13. He purchased tables of Rs. 250. 

Aug^ 14, He sold chairs of Rs. 200. 

Aug. 16. He borrowed from Shib Persad Rs. 350. 

Aug. 23. He paid Rs.lO to his carpenter as his wages 
and 5 for cartage. 

Aug, 25, He sold chairs of Us. 100 to Gopak 

Aug. 28, Gopal returned chairs of Rs, 20. 

Aug. 31. He paid rent Rs. 30, 

(9) Sept. 1. Mahesh started his Timber shop 
and put in Its. 4000 as liis capital. 

Sept. 3, He purchased timber of .Rs. 3000 from 
Sadasliiv and of Rs. 2000 for cash. 

Sept. 4, He returned to Sadashiv timber of 
Ih. 500 being of inferior quality. 

Sept, 6, He sold timber of Rs, 300 andpaiditto 
Sadashiv as part payment. 

Sept. 9, He pays Es, 200 to Bamjimal as loan, 

. Sept. 12, . Ha received 1^4 the price of the 
timber, sold, ■ ' ' , ^ 




Sept. m. He pnrcliased timber of Rs 
Sabai. 

Sept. 21. He paid Its, 50 as rent and 
railway freight. 

Sept. 25. He deposited Rs. 300 in the t 
Sept. 28. He paid Is. 1200 to Sadashiv. 
Sept. 30. He paid salary to his staff an 

Rs. 80 and rent Rs. 85. 


opened his cycle sho 
capital of & 150 and cycles worth £ 120. 

Oct. 5. He sold to Edwards & Co. cych 
and receives £ 15 as part payment. 

Oct. 8. He purchased cycles of £ 50 and 
as railway freight and Sh. 10 as taxes. 

Oct. 12. He purchased from Jones Bros. 

£40 and paid £15 as part payment . 

: Pet. Ij. He p^id shpp ydnt £ 2 and salar 
Oct. 18. P[e sold to Robertson & Co ' 


Oct. 20. Cycles of £ <10J j 
■on & Co. ■ 

Oct 23. Robertson &'Qo, 
o Thompson. . 

Oct 25. Edwards & Oo.* t 





Oct. 2 ^. He soM cyles of £ 20* 

€cfc. 34)* He paid wages £5^ rent £2 and salary £10k 

(11) On 1st Nov-., Mr, Fakir Oltand started his 
feiisiness with jRs«. 5000 in cash. 

Nov. 2. Paid into the hank Rs. 450^ 

Nov. 3>. Purchased goods of Rs. 1800 for cash and 
^f Ks, 750 on credit from Sita Ram, 

Nov-, 5. Paid coolie hire Rs, 2/8v. 

Nov. 8. Sold goods to Raman for Rs. 1315. 

Nov. 9, Raman paid Rs. 940 by way of part 
Jpaymont. 

Nov, 14-. Purchased goods of R&. 3200 on credit 
from Messrs. Rao. & Sons. 

Nov, 17. Paid Rs. 500 to Sita Ram. 

Nov, 19, Paid Messrs. Rao*. & Sons^ Rs. 1600. 

Nov. 24. Paid rent Rs, 35 and Rs. 15/8 for eleo 
trie charges. 

Nov. 27. Received Rs. 200 from Raman but the 
whole amount Was paid to Messrs. Rao & Sonsw 

Nov. 30. Paid salaries to clerks Bs>. 290 and cartage 

lls. 12. 

( 12 ) On 1st. Dea Mr. Lalaji started iiis business 
witk Rs. 28G0. in casbv 

4tli. Dec. Purchased goods of Es^ 1700 on cash 
payment and of Rs. 900 on credit froni Gtoda Singhi. 

6th. De<^ Sold goods of Es. JJSO^ f 





7th. Dec. iiam Svarup bought goods Es. 420 on 
credit and two days after paid Es.,12C as part 

payment 

loth. Dec. Paid wages Rs. 12 and rent Rs. 45, 

15th- Dec. Paid Rs. 380 to Goda Singli. 

17th. Dec. Purchased from Jamuna Dass goods of 
Rs. 130. 

22nd Dec. Paid for postage Es. 7/8/* and Rs. 2/8/- for 

telegrams. 

25th. Dec. Ram Swamp paid his balance due and 
the whole amount is paid into the bank. 

28th. Dec. Sold goods of Rs. 180 and banked the 
money* 

Blst Dec. Paid Salaries Ks* 4B0 and wages 75* 





CHAPTER II. 

B^ooL-keeping upto Trial Balance (continiied.) 
Ledger and Trial Balance* 


In the previous chapter and the 'exercises given 
therein no mention was made of entries requiring a 
■combination of few item's. Of coarse they can be passed 
singly but a combination will be better. Suppose 
we have to pass an entry for Rs. 95 received from 
Shib Pershad and jRs. 5 discount allowed to him. In 
this case we can pass two entries as follows: — 

Cask Dr. *95 0 9 

To Shib Pershad. -95 0 0 

Discount Dr. 5 0 9 

To Shib Pershad. *5 0 0 

In this ca.se we can combine both the entries 
into one as Shiv Pershad account is to be credited m 
both the cases. The combined entry will be: — 
Sundries 

Cash Dr. 95 0 0 

Discount Dr. 5 0 0 

To Shiv Pershad iOO 0 0 


It should be noted that when there are more 
items than one the word ^Sundries^ is made use of as^ 
in the above case. ' 


Opening entry in the Journal offers some diffi- 
culty to a novice. At the time of p£^smg an opening 
entry when a number of assets, are to be taken into 





accoonUnd so also a number of liabilities, tfie eair. 
^ IS passed by debiting aU tlie assets and ci-edfting all the 
^abilities and the difference is adjusted' hv imlod 

mg tlie Capital accouutifnot already given eO- Roh i 

3on finds his state of a&i. on 1st jfn: l^^ 

'fe 7000, Goods on hand 

3000 He has to pay Ra. 5500 to his creditors and 
his capital is Rs. 8000. The entiy will be— 
oimdries:— 

Cash 3000 0 0 

Bebtois 7000 g ^ 

„ 0000 0 0 

To Sundries 

Creditors „ „ 

Capital y" " <’ 

IK, 000 U U 14,. Is.sS-J-U 

m taft”™*' “I’ital is not gina aad 

Jrr« iX‘ r 

w „.ait sido^L "r 

there ia an adin^hmAnf 4-iv^ . , . 


other which conies to lis. 4000 and represents tin 
amount 8f his capital. The entry therefore will be: — 


Himdries:— 

Cash Dr. 1350 0 0 
Bank „ 1650 0 0 

Groods „ 4000 0 0 

Debtors „ 2700 0 0 

To Sundries 
Creditors 
Capital 

JRs. 9700 


5700 0 


9700 0 


When the business is a joint one, instead of there 
being one capital account there will be as many capital 
accounts as there are partners. Suppose in the above 
case there are two partners Eania and Shiv each 


there will be two accounts, 
Sundries: — 

e.g. 

Cash 

Dr. 

1350 

Bank 

,5 

1650 

Groods 

■■ 

4000 

Debtors 


2700 


To Sundries 
„ Creditors 


Kama’s capital a/c. 
Shiv’s capital a/c. 


Whenever a partner ojc a sole §proprie cor takes 
out some money or goods for^his use, his personal 



■ , ' ( 

account is debited for the same. In stead of 
mi ting an account iti liis name it is called' Drawings 
account and if tliere are partners, each })a.rt,ncr has his 
drawings account separate e. g. liaina's Draaving 
account, Shiv’s Drawing account and so oil 

LEDGER 


As has been already explained it is the principal 
account book in the double entry book-keeping, and 
perhaps it is for this reason that in French it is called 
the great book le grand llvre and in German Eampi-^ 
buck the chief book. This contains in a summarised 
form all the transactions of a trader. It is also a very 
useful book of easy reference as in this w-e can find all 
the classified accounts. The size of tlie book depends 
upon the size of the business, the normal amount of 
transactions and the number of parties involved. Every 
page is numbered and is ruled as shown below:— 


EAMA.. 


Bate. 


Particulars, 


Folio. 

Amoun t* 

I ■■ . 

1 

1 

o 

o 

o 

iO 


27 ) ♦ 


111 (^^rfcain cases it is common to find interest 
coliiiniis (¥lded to this riiling or to liave jiist a joiirr^l 
' type of riilingj tiiiis:— ' 

' • 

RAMA 


Bate. 

! "" ' ' 

L : '.Particulars. 

Folio. 

Amount. 

Dr. 

Amount. 
•Cr.' ■ 

Jaa. 15 

To Groods 


75 0 0 


„ 29 

By Cash ; 



50 0 0 


Posting:— After tlie joarnal or the other subsidiary 
books are written lip, the next work is posting. It is 
the act of traiisfening the entries to the ledger from. 
th.e joiinial and other subsidiary books. The amount 
is written in the same side as shown in the Dr. or Cr. 
Colvmin in the journal e. g. the 43ntry: — 

Jan. 1. Casli Dr. 100 0 0 

To Capital 100 0 0 

will be posted to the debit of the cash a/c as ‘To 
eapitaT and in the capital a/c to the Cr. side as ‘By 
cask^ To the entries in the credit side of the ledger 
a/c Tly’ is prefixed and ‘To’ in the debit side. The 
aeco lints will appear thus: — 


Dr. 

Bate* Particulars, 
Jau. I To capital* 


GASH A/C. 


Amount. I Date. Particulars. *0* Amount, 



CAPITAL A/0 


In the case of combined entries the 

will be written instead of writing two or 
beads. 

Sundries 

Cash I)x‘. 95 0 0 

Pisoouut Dr. 5 0 0 

To Rama jqq 

In this case in Rama’s account to th 
will be written By Sundries, Its. 100 and 
account heads: — 

By cash 95 0 0 

By Discount 6 0 0 

of posting the openim 
balance , or By balance’ is written aocoi 
ifceni IS on the Dr. or Or. side. For instam 
goods account will be opened it will 


word sundries 

more account 





• I 

( 29 ) 


tlie other, ^or the sake of ready reference the folio^ 
nil mb er of the book from which the entry is written 
is also written in a oolnmn proyided for 4he same and 
in that book tbe page of the book from' which the 
entry is written. This act is known as marking folio 
referenceB. When entries are posted from a journal 
to a ledger the folio of the Journal is written in the 
ledger and that of the latter in the former in the folio 
column against the particular entry. 

To facilitate posting and to avoid mistakes of 
posting on wrong sides it is better for a beginner to 
post the Dr. column first and then the Cr. column. 
This will be a good safe-guard for avoiding the debit 
side posting going on the credit side and vice versa. 

The exercise journalised in chapter I when posted 
in the ledger will be as under: — 


Dr. CASH A/C. Cr. 


Jan. 1 

To Capital 


8000 

Jan, 5 

1 

By Goods 


3000 

8 

n Goods 


lOOO 

9 

„ Rama 


500 

17 

„GuIabsing 


loco 

13 

Wages 


25 

25 

„ Bank 


1000 

17 

„ Bank 


200fl 

27' 

1 , Sarjn Pd. 


200 

19 

„ Goods 


2000 






„ Cartage 


lOO 





31 

Rem 


lOO 





♦» i 

„ Wages 


300 




Sarju Pil 


Siiarnlilni 

Nath 


800 j JaiiJS By Goods 


Jail 18 To Caslx 


aULAB SINGH 


Jan 17 


Jan, Ij By Cash 


GOODS ACCOUNT 


EAMA 


Jan. 9 To Casli 


SARJU PARSHAD 


WAGES ACCOUNT 


( 30 ) 

CAPITAL ACCOUNT 


Jan, 5 To Caslx 
,, 15 „Sarjii Pd.. 
" 19 Caslx . 


Jan.ll To (loods 
















Dr. 


( 31 ) 

BiVNK ACCOUNT 


Dr. 


JanBlI To Cash 


IlEXT ACCOUNT 
100 




Jan. 17 

ToC.Tsh 


2000 

Jan 23 

■ 

■ . 

By Cask 


1000 

Dr. OABTADE ACCOUNT Gr. 

Janie 

To Ca,s]i , 


100 

j 

1 ■ 

1 

1 

1 




Dr. SHAMBHU NATH Or. 

Jau 25 

i".' '.1. 

To Goods 

1 

1 

1500 






Cr. 


If while posting the accounts the whole page on 
which the account is written is filled, the totals are 
carried to the next page on which that account is 
carried and in the .folio columns brought down is writ- 
ten to show that it is carried over. Sometimes brought 
forward is also used instead of carried forward. On 
the old page in the same column against the amount 
carried is written either , carried down or carried 
forward meaning brought down or brought forward. 







= Inde«ng:-To be able to find out account 
easily and quickly an index is prepared. 

Trial Balance (T. B.) 

It IS a list of both the debit and credit balance.s 

Ik WWs ‘ 

for debit 

for every credit and credit for every debit so if fho 

ae tri?/l debit and credit totals of 

the tnal balance must agree. The main object of this 

to prove the accuracy of the posting and ‘to prenare 

matenal for the profit and loss account. ' ^ ^ 

Balalt'.'" preparing a Trial 

Dr andOr ""^di the 

n»r. and Oi. totals written in two columns. 

fP i-?i ^ dke the first with the only difference 
that the accounts having the same totals^ on either 

^"’y*^®d)alanoesoftheDr.and Or. sides are 

ariSts^' 

- ^ combination of both; the methods (1) & fS) 

•- e. the^.„w. as wall as bataa« appea*- in Jal® 



Account Heads, 


Cast a/c 
Capital a/c 
(roods ac/ 
Eama 

Sarjii Parsliad 
Wages a/e 
Culab Singk 
Bank a/c 
Cartage a/c 
Sliambhxi Natli 
Eent a/c 


m 


M 

imil 


21,125 




Second Method (taking totals bol iieglecli|ig closed 

accounts. ) c 


xA ccount Heads. 


Capital a/e 
Goods a/c 


Rama 


Gtiiab Siii,o:lii 
Bank n/e 
Cartage a/e 
Sambhu Nath 


K jB.~“Sarju Persliad^s account is neglected as it 
is a closed account showing Re. 300 both on the debit 
and the credit side. ^ 


I 



TWrd Method (taking balances only*) 


■ Account heads. 

Dr. 

Es. A. 

P, 

Or. 

Es. A. 

P. 

Cash.. a,./c 

3,175 

- 





Capita^ a/c 

■ 



■8,000 

" 


Cioodsa/c 

2,300 

- 

~ 




Eama., ■ 

500 

- 





Wages a/c. , 

325 

- 





<?)riilab Singh 




1,000 

1 

! 

Bank a/c ' 

1,000 

- 

- 




Cartage a/c 

liOO 

- 

- 

! 



Sliamblni Nath 

1,500 

- 

- 




Bent a/c 

100 

- 

* 





9,000 

- 

- 

9,000 

- 

- 


In tills only balances are taken and sc^ tke total of 
the Tiiai Balance is reduced. 



Fdiirili '.MellioiI (oomWiiatioii of the first, and'' tie 
tikd method} 



' Totals. 

' Balances . 

Account Heads. 

Dr. 

Or. 

Dr. 

Or. 


Rs. 

Rs.' ' 

' Ife. ■■ '■ ■■ 

Rs,.. 

Oasli a/e 

11,200 

8,025 



Capitala/c 





Goods a/c 

5,100 

2,800 

2,300 


Eama! 

500 

' 


500 


Sarju Parshad 

300 

300 



Wages a/e 

. 325 


325 


Giilabsingli 


1,000 


1,000 

Bank a/c 

2,000 

1,000 

1,000 


Cartage a/c 

lOO 


100 


Shamblm Nath 

1,500 


1,500 


Eent 

100 


100 





9,000 

9,000 


Ie tlie‘ first meiJiod there is a special advantage 
^ as all the items are posted from the journal the total 



■of tlie ]oiinui.l must tally witli: ..the^ "total of the 'Tria4: 
Balance if it is, correcfc. It will be .seen ' that- the total 
"of the joiiriial is Rs. 214,25 and the sanle is the total of 
the Trial Balance but when other subsidiary books 
•are introduced the total of all the ,subsid.iaiy books 
and the ioiitiial if the ledger posting is correct will 
tally ,' with . the Trial Balance total. 

The secx)iid method is not very good as neither 
the totals will tally with the totals of the journal nor 
rniieh of the totalling work will be reduced as there 
are generally .few closed accounts. 

The third me^^& is .good in this respect that 
much of the totalling work is reduced, and besides it 
giyes read}?' figures for the preparation of the Profit 
and Loss account. This method is most common 
as it works very satisfactorily if the ledgers are self- 
balancing. 

The fourth method is a combination of the first 
a.nd the third and so serves both the purposes of 
checking the totals as well as of giving toady figures 
for the profit and loss account. 

A trial balance not a conclusive proof of accuracyr- 

The Trial Balance as a rule will not agree if there 
•are mistakes but even if it agrees it is not certain that 
there exist no mistakes. The following errors will not 
foe revealed even if the Trial BaHtnce is correct:--™ 

( a ) Mispq^ting — If instead of debiting a 


particular aceoniit another' . account is ^fe/bited tie 
Trial Balance will be quit© right, e. g. the entry 

Eama " Dr. 100 

To Goods 100 

Should be posted to the debit of Rama accoimt 
but if instead of Rama’s account Krishna's account is 
debited the Trial Balance will agree insjjite of this 
mistake. 

(b) Omission of ■ : an ■ entry ' is 

altogether forgotten both the sides will show the same 
total. There will be a mistake in the T» B. only if it 
is posted to one side and not to the other side. 

( c ) Compexi^tittg orrors™If there is a mistake 
of the same amount on either side the.n this error ■will 
not disturb the Trial Balance e.g, Sn])pose Goods a/c is 
to be debited with Rs.lOOO and instead of this it is debi- 
ted for Rs. 100 i. e. there is a short debit of Rs. 900 
and if a mistake for a similar amount occurs on the Or.- 
side the Trial Balance will agree quite correctly but 
still the mistake w'ill remain there. 

If however the fourth method of the T. B. is 
adopted it will guard against all the above mistakes 
except that of misposting, as the total of the T. B. 
will fail to agree with the totals of the various books 
in case of eompensatory errors and omissions of entries^ 

A Trial Balance will however reveal the following 
l^l»es of errors*— ' ^ 

^ (1) An item posted to a wrong side, 
b (2) A.n item posted twice in the ledger. 


(5) * Errors in additions or taking out balancesk 
will bo lOYealed unless of coiu'se covered by compen 
sating errors. • 

(4) An item left out in posting. 

(5) Figures entered Wrongly, as Rs. 5-4-0 ente- 
red as. 0-5-4. 

It iiiaiiy a times happens that a Trial Balance 
does .not agiee in such a case the folio W’iiig procedure 
slioiiM be adopted: — , 

(1) The totals of the T. B. should be re-checked 

and the different Dr. and Or. total 

ascertained. 

(2) The totals of all the ledger accounts 
I etakeii and the balances written in the T. B. compared 
with those of the various accounts in the ledger. 

(3) Itshoiiidbe seen if all the items in the 
journal and the other books have been duly posted 
or not. This should be seen by running through the 
folio columns of the various books. 

(4) The posting of all the opening balances 
should be checked. 

(5) If still there remains an error let the posting 
be called over again and checked with the ledger. 



(1) Eecard in the journal and tlie lodger th 
following transactions of Johnson and take out "a Tria 
Balance.-— 

_ A. Jones owed to him S 41 3s; J. Ilndson owec 
to him £ 37. 6s 4d; and he owed to E. TaA'lor, £ 2^ 
10s, He had goods of € 120-0-0 and cash £ 172-17-6? 

Ihe transactions for the month were as follows.-- 

£ s. d 

Peb. 1. Sold A. Jones goods 25 2 6 

J5 ■ 2. Paid E. Taj'lor 26-12 and he 

allowed discount 1-18 28 10 0 

„ 4. Eeceived cash from J. Hudson lo 0 0 

5) 8. Purchased goods from B. Taylor lot) 0 0 

„ 10. Eeceived from A. Jones in full 

settlement (jq y 

„ „ Paid cash into Bank 15 q y 

u » sundry expenses 4 17 6 

f, 15. Johnson withdrew from his 

business joq ,j ^ 

n 28. Cash Sales during the month 

paid into Bank 150 0 0 

,} ■ „ Paid salaries by cheque 10 0 0 

ji J, Stock on hand 150 1 q 

(2) Journalise the following items, post to the 
-*edger and prepare a Trial Balance-— 

■■ ' -D . . T, 

" J , , -Ks# A.S. P,, 

an. 1. Oi Jones started business with cash 500 0 0 
f, 2. Bought goods for cash . 328 G a 



I 



■ ■ , . » 




'■ ;:4i :.) . . 



Jan. S. 

Sold goods to T. Allenbury 

10 

0 

„ 5. 

Sold goods for cash 

4B 

3 

„ ti. 

.EeceiYed from T. Allenbury * 

10 

0 


Sold goods to T. Allenbury 

3 

5 

„ 10. 

to T. Allenbury 

8 

15 

,5.5 

' ,5 do ii. BroAvn 

87 

6 


Eeceived from T. Allenbury 

3 

5 


Bought goods from .Morris & Co. 

50 

0 

„ 12. 

Sold goods to T. Allenbury 

4 

0 

,, 15. 

Paid Morris & Co. Cash 

25 

0 

„ 20. 

Received cash from T. Allenbury 

8 

15 

„ 24. 

,, from A. Brown 

57 

6 

„ Bl. 

Paid rent 

10 

0 


Stock on hand 

227 

12 

(3) 

Post the following transactions in the 

led, 


er, 


and make up the T. B. 


W. Preston had the following assets and liabi- 
lities on 1st March, 1925: Cash in Bank, £ 728 3s 3d; 
Goods, £ 829 3s lid; due to H. Ordsall, £ 175. Cash 
in. luuid, £ 285 5s 5d; Debtor, T. NeAYport, £ 120 7s. 6d; 
Creditor J. Castle ton £ 39 16s. 2d. 

1925. £ s. d. 

March 1. Paid Ordsall, Less 2!j per cent. 

„ 3. Sold to T. Newport, goods 36 6 6 

„ 5. T. Newport returned damaged 

goods 6 7 2 

„ 11. Paid wages, 3 1 9 

„ 12. Drew from Bank for Officb 12 0 0 

„ 18. Bought from H. Ordsall, 

goods ••• 




43 19 7 


Maick 21. Allowed by H. Ordsall for 
damaged woods. 

„ ‘ 2 '>. W. Pmstou drew from Bank 

for private use 

), 31. Received Cash for interest 

Goods on hand 


3 7 0 

10 0 0 
2 10 0 
900 0 0 


■ : (4): . On Januaiy 2, 1922, Cliarles Bains 
business by paying liis capital of fi 500 into 
Bank, Ltd. and 100 in offices. 


eoininenced 

tile Union 


His transactions for the month of January were 
as follows; — 

Jan. .3. Pureluised cotton goods from Paul Bn.-ford 
£ 81 10 and silk £ 210. 

Purchased from B. Burns, Velvet, £ 525 crjoss 
less 10 per cent discount. • o • j 

Sold, to Richard Leicester and Co., silk £ 
10s., and velvet £ 275 6s. ^ 0 . 

Purchased postag’e stamps, 5s. 

Paid trade expenses, by cheque, £ 8 6 2. 
Received from R. Leicester and Co., cheque 
for tlie amount of their account less 5 percent 
discount. ^ 

Paid salaries, by cheque, £ 10 . 

Purchased, from R. Hampton, Tweed 
ie o5 8 6. 

Returned Tweed, damaged, fi 6 10. to R 
Hampton. 

Paid Paul Barford £ 60 on account. 

Stock £ 1000 


4. 

5. 

6 . 
7. 
9. 


10 . 

18. 

21 . 

31 . 


( 43 ) 


Opeii%lie necessary .Ledger .'accoiiiits and post.ttie 
above t,raiisaetions. therein* Balance the- accounts,, ancf 
cliiw a, Trial Balance. ■. ' 

(5) Messrs. Morris & Co; commenced biislnes on 1 st 
Jaiinary 1918 with the following assets and liabilities:-— 





Rs. 



Cash - 

6,200 



H. Gill 

520 



Owing to Govind by way of loan 

2,000 

January 1. 

Bought goods for cash 

B,2S0 


2i 

Sold goods to E-ania 

100 


8. 

Soldgrods for cash 

480 

. 

9. 

Received cash from Rama 

100 


10. 

Sold goods to Sita Ram 

50 


15. 

Received cash from Ram 

so 



Sold goods to Parasadi Lai 

870 

5? 

19. 

Bought goods from Frost 

600 


20. 

IL Gill returned goods 

52 


26. 

Paid H. Porst to settle the account 

475 


81. 

Paid wnges by cash 

150 



Paid rent 

100 



Paid Govind interest on loan for one 




month 

10 


5) 

Stock 

2315 


Journalise the above items and post them invo the 
ledger and prepare a B* 


i 



. (6) Journalise the following transaetio 

them and prepare a TiJal Balance of ThoinKoii 
1917. 

Jan, h Oomiiienced business with cash 1 
Bought office furniture of J. Jiujes 

2. 5 , stationery and postage stamps 

3. Bonglit goods for 

5. Sold goods for cash 

8. Sold goods to P. Smith 

9, „ „ to R. Adams. 

10. Paid J. Jones 

14. Received from P. Smith 

15. R. Adams j>aid cash on account 

16. Bought goods from L. Lojig 

18. ,5 ,, ,j A. Steveiis 

20. Sold goods to A. Short (craslij 
25. Paid L. Long 

31. Paid salaries 
„ Drew for private use 
Stock 


(7) Record in Journal, the transactions of Siianti 
Prasad, and prepare T.B, as on 31st ilarcli, 1927. 

1927, Rs. 

March 1 Stock in hand 900 

„ 1 Cash at Central Bank of India 2,250 

,5 1 Cash in hand 600 

„ 3 Sold goods to K, Kumar 630 

4 K* Kamar returned goods 30 

. 4 Bought igoods of Das & Co* 151) 

„ 8 Bought goods for cash 90 






Marcli .10 Received Cash from K/ Kumar 
Allowed discount to K. Kumar 
: 11. Paid into Bank 

16 ' , Paid trade expenses ^ 

„ 18 Paid cheque to Das & Co. 

„ 25 Bought goods of Das & Go, 

„ 26 Returned goods to Das & Co. 

,, 26 Paid rates 

„ 28 Sold goods to Laxmi Narain 

„ 29 Laxmi Narain returned goods 

„ 30 Paid wages (Trading) 

„ 39 Paid Trade Expenses 

„ 30 Withdrew for private use 

,, 30 Stock on hand 


(8) On 1st. Jaiiuaiy 1919 Mewa Rani had the 
following a>ssets and liabilitiesr—Oash in hand Rs. 435. 
Goods Rs. 6jS85. O wing S. Sims Rs. 1200 owing to 
A. Vere Rs. 900, Bank overdraft Rs. 2,250. During the 
month the following transactions took place. 


Bought goods from T. Watts 
Sold goods to A, Vere 
Bought furniture from L, Lee 
Bought goods for cheque 
Allowed to A. Vere for 
damaged goods 
Sold goods for cash 
Paid rent « 

Paid into bank 
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’Ian. 12. Drew for office from hank 
,, !• 13. Bought goods from T. Watts 

„ 18. Eeturned goods to T. Watts 

„ 2(». Deceived from S. Sims iti settlement 

„ 25. Paid to A. Vere for all his debts 

5 , 28. Paid household expense.s 

)) 31. Paid wages bv cash 

Stock 


225 

1,095 

135 

1,170 

315 

150 

loot) 

8175 


You are required to pass entries for these transac- 
tions post them into tlie ledger and prepare a Trial 
Balance. 



1 Oommenoed business with a Capital 

2 Paid cash into Trader’s Bank 

2 Paid for Office Purniture 

3 Bought goods from Har Lai 
5 Drew from Bank 

3 Sold goods to Nanak Chand 
8 Paid Pire Insurance for year (in cash 

8 Deposited in Bank 

9 Paid Har Lai 

11 Sold goods to Hardat Dai 

12 Pux’chased shop Premises from 

Mool Oliand drawing monejr from 
bank. 


4,000 


Jan. 

14 

Paid for telegrams (cash) 

7/8 

)7 , 

15 

feoiiglit goods from Jaggi Lai 

3,000 

77 

18 

Sold goods to Haxdat Bai 

3,100 

77 . 

19 

,,I)reW: from Bank ' 

150 

' 77 

20 

Paid to Collector for taxes for year 

(cash) 125 

77 

23 

Paid to Har Lai by cheque 

800 

r? 

26 

Received from Hardat Rai and lod< 

^ed it 



in Bank 

JO 

le- 

o 

77 

31 

Paid wages in cash 

42/8 



Goods on hand valued at 

1400 
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Bal commenced business on 1st January, 


1916. Show in his books the entries necessary to 
record the following transactions: — • 


Jam 1. 

Capital at Gommencement 

Bs. 

25,000 


Paid cash into Hatras Bank 

20,000 

9 

,, w. 

Paid for furniture (cash) 

1,500 


Bought goods from Calcutta Stores 

8,000 

„ 3. 

Sold goods to Ram for cash 

2,400 


Purchased Shop premises from 
Framji & Co., (cheque) 

6,000 

„ i- 

Paid Fire Iiisnranoe for the 3 'eai- (cash) 70 


Deposited in Bank 

2,500 


Sold goods to Binda 

300 

„ 6. 

Paid for telegram 

2 

„ 8. 

Paid Calcutta Stores (cheque) 

4,000 

„ 10. 

Sold goods to Abdul Ghani 

3,000 

„ 11. 

Bought goods from Calcutta® stores 

4,000 


Drew cheque for cash 

600 



, (48 }. 

Jan. 12. Bought goods fi-om John .1- Co. 

^ j) 13. Paid Calcutta Stores (cheque) fi 00 

„ 19. Received from Abdul Ghani and 

deposited in Bank .) 

„ 20. P.uid John and Co. 

„ 21. Received from Binda 

j) ij4. Paid taxes for the year (casli) 

„ 26. Sold goods to Binda j 

„ 29. Sold goods to ManikChaud snnn 

„ 31. Paid wages (cash) ’.300 

Deposited in Bank 2 500 

On taking stock on January 31 goods on hand 

we valued at Rs. 5,800. 

Post the Ledger and prepare a Trial Balance as at 
January 31, 1916. 


CHAPTER III 

From Trial Balance to Balance ^Sheet* ■ 

Tlie next step after the Trial Balance is to prepare 
a Profit and Loss account and a Balance Sheet. 
The former is prepared in two parts vizi the Goods 
or the Trading account and the P. & L. account proper. 
The latter will show the net profit while the former 
will show the gross profit. The Balance Sheet when 
prepared will show the true financial position of a 
concern. , 

In the Trial Balance there is a list of the Yarious 
ledger accounts which can be grouped in two main 
divisions pei'sonal accounts and impersonal accounts. 

Personal Accounts. — These are the accounts 
relating to persons such as Eama, Robert. They are 
sometimes subdivided as debtors and creditors accord- 
ing as the debit or credit side is greater or less. 

Impersonal Accoiints.-“”These are the accounts 
which relate to things and not to persons, such as 
Wages account, Goods account Machinery account. 
They are fiirther subdivided into two classes: (1) Real 
or Property accounts i. e., those forming the various " 
assets of the firm such as Gash, Plant, Building and 
(2) nominal or Fictitious accounts i. e. those that 
represent gains or losses, such as discount, rent, salaries. 

It must however be not^d that Capital and 
Drawings accounts 'though they 'prima facie appear 
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^to be Impersonal aecoiints are personal accounts as 
they are in reality the accounts 3’elatiiig to the pri>“ 
prietor. Similarly accounts relating to paynient.s out- 
standing at the time of closing the accounts siieli as 
Wages outstanding, Eent outstanding, are personal 
accounts and not impersonal accounts tliough fhey 
look to be so. The reason is that they show tlie 
accounts of persons to whom the amounts are to be 
paid, ■ ' 

The above are the instances of some of tlie perso- 
nal accounts which appear as impersonal accounts. 
Some accounts like Groods, Purchases and Sales are 
both real and iiominal accounts; they are real as they 
relate to goods and nominal in so far as they relate 
to gains and losses. 



This division and sub-divison of accounts will be 
clear from the following table: — 

Ledger Accounts. 


Personal 

(relating to persons e. g. 
Earn, Tom, Capital 
Account.) 


Impersonal 
(relating to tilings.) 


Nominal 

(relating to gains and 
losses such as Rent, wages). 


9 


Trading Account. 


It is an account prepared to ascertain tlict 
gross profit earned by trading. On the debit side 
of tliis aceoiint appear the balance of goods at the 
start/ the piirchascnS made less goods returned, wages, 
carriage etc. and it is credited with the sales less 
returns and the stock of goods on hand e, g. 

Dr. TRADING ACCOUNT. Cr. 


To Stock of goods 



By Sales. 

(at the comnieii- 
cenient). 



Less Returns 

„ Purchases. 



„ Stock (closing) 

Less Returns. 




„ Wages. 1 


■ ■ j 


„ Carriage. 

i 




It should however be noted that an item ‘ Wages 
and salaries’ should be taken to the Trading Account 
while the one styled ^ Salaries and wages ’ should be 
charged to the Profit and Loss Account. 

If the debit side is in excess of the credit it 
shows that there is loss, if otherwise it is profit. 

Functions of a Trading Account are chiefly three 
■'inmumber:— , 

1. It will show the gross result of trading during 
a given period . * 
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2. If we collect the results of the tradiii" aecuunts 
/)f other periods it will enable us to compare the i-esiiits 
and to see if we are making progress or not. 

3. We can also ascertain the ratio of gross profit 
to turnover (i. e. total sales) during a giveti period and 
It will help us to see whether it is increasing or decrea- 
sing. This percentage is ascertained as under: — 

Gross Profit X 100. 

Turnover ~ 



Closing Stock. — In business this is got 

aetuaUy counting the same and then pricing it. 
price at which goods are valued is usiialty the 
price but when the market price is lower than the 
price they are valued according to tlxe market i 
The figure of the closing stock is usually g 

separately in the exercise. 

Presuming the closing stock for the Trial Balan, 

Trading AccoianL 

jan. io (opening) stock Jan. 

21 Purchases 5000 si By Sales OfiCti 

Less returns — 5,000 ^ ^’*’'•■^1 

»> „ "Wages 325 ^ Less Returns lOoj 

If >» Cartage 

»> „ Gross Profit 


Stock (closing) 


A G o^ocls acGOiiut is opened generally in the elemen- 
tary book-keeping, but in .actual business 'u Tra.ding' / 
account is, prepared and not the , Q-oodS' , account. '.The 
Trading account gives better information and is really 
an elaborate form of the goods account. The Journal 
entry for the .closing. stock will be 

Closing Stock, Account Dr. 3,200 
To Goods Account 3,200. 

After the Trading account is completed the balance 
of the same representing either gross profit or loss is 
carried to P, & L. Account. In case of gross profit the 
entry will be:— 

Trading Account Dr. 475. 

To P. & L. Account 475. 

But if there be gross loss the entry will be exactly 
the reverse. 

P. & L. Account Dr. 

To Trading AcGoimt, 

Profil and Loss Account. 

It is an. account in which are collected all the 
gains and losses and also the balance of ’ the trading . 
account in order to ascertain the profit or the loss of 
the business daring a particular period. 

The principles on which the P. & L* account is 
divided into two parts are that all ]gianufacturiiig as 
weU purchasing expenses such ^ manufacturing wages, 
cartage and carriage inwards, coal coke and fuel, etc. 


t 
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are debited to the Trading' account, and all the selling 
and distributive expenses,...'as well.as establishment- 
charges such as salaries, office.expeiises, rent, advertising 
etc. are cliarged to the P.' & L, account the folio W' 
iug entries; — 

In the case of items of losses, say for instance Kent 
account the entry -will be: — 

P 4& L. Account Dr, 

To Rent. 

In this way the debit balances will be trans- 
ferred to P. & L. Account and credit balances 
showing gains such as commission (earned) will be 
carried to P. & L. account as under. 

Commission account Dr. 

To P. & L, Account. 


Taking tlie above points into consideration, we 
will have a P. ct L. account of the same exercise as 
under: — 



Loss Account. 



Es. 


Rs. 

To Rent account 

To Net profit 

100 

By gross profit 
( brought for- 
ward from the 


( transferred to 
Capital account.) 

375 

Trading Aceoant. 

475 


1 1 

# ' ■ -1 


475 


As alreariy explained the excess of the credit sid^ 
sliows profit and that of the debit shows loss, and the 
same is traiisferred to the ' drawings *accoimt and if 
this account does not exist to the capital account as 

under , '' ■ 

In case of profit:— 

P. & L. Account Dr. 375 

To Capital A/c ■ 375 ■ 

In case of loss:— 

Capital Account Dr, 

ToP. &L. A/c 

The various ledger accounts when completed at 
the end of the period will appear as under : — 


CASH ACCOUNT. 


Jan. 1 

To Capital 


s,m 

I Jan .5 

By Goods 

■ 


3,000 

8 

„ Goods 


ifm 

9 

Hama 


500 

17 

„ G. Siiigli 


1,000 

13 

,» Wages ! 

25 

23 

„ Bank 


2(i0 

17 

„ Bank ] 

2,000 

27 

„ Sarjn Pd. 


1,000 

19 

„ Goods ! 

2,000 





CD 

», Cartage 


100 





SI 

„ Rent 


100 




V :: 

1 

31 

„ Wages 


300 


1 V:' 


1 


Balance 

c/d 

3,17S 

Feb. 

1 






. 

11,201 

To balance 

B/<ii 

3 ".■,175 

; 





CAPITAL ACCOUNT 


To balance c/cl 8,375 1 j By Cash 


|Feh. 1 By Baianc# l>/d 


EAMA 


Jail, By Balaiiee 


To Balance 


SARJU PEASAD 


11 To Goods 


15 By Goods 
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WAGES ACCOUNT 




' Jail.: 
,13 ;• 

■j 

; ■ ■ } 

To, Casli : 

■■ » 1 , . ” ' , ' 


25 

300 



By Trading 
Accotint 


325 

1 



325 




325 

GULAB SINGH 

Jan. 

31 

To Balance 

c/d 

1000 1 

Jan, 

17 

By Cash 


1000 







1000 




1 

Feb.l 

„ Balance 

l)/d 

1000 

Dr. 


BANK ACCOUNT 


Cr. 

Jaii. 

17 

To Casli 


2000 

Jan. 

23 

By Cash 


1000 




1 

! 

31 

„ Balance 

c/d 

1000 




2000 




2000 

Feb. 1 

1 To Balance, 

b/d 

1000 






Dr. t CARTAGE ACCOUNT Or. 










SHAMBHU NATH 


INT ACCOUNT 


To Cash 


GOODS ACCOUNT 


Sarju Pd. 

Shainhku 

Kath. 


Trading 

a/c 


Closing 


Balance 


TEADING ACCOUNT 


To Cartage 


31 By Goods a/c 


transferred 
to P. & L. 


Jan, i ■ ■ 1 

31 By R&L. a/e 

; 100 



1 lUO 



d an. 


i 

2b 

To Goods ' ■ 1 

loOC 




1500 


Feb. l| 

To Balance h/d j 

1500 




















Br. , P.&L. ACCOUNT 


Jail. 

fit 

To Bent 


! 

100 

. fit 

„ Net profit 
(transfer- 
red to 
Cap. a/c) i 


375 




475' 


Jan. 

31 


By Gross 
profit. 


It will be seen froni the above tliat the balance 
of the g’oods account is transferred to the Trading 
account, but in actual practice the Trading account 
contains all the items oE the goods account in detail as 
is alread}"' explained. 


There is also another practice prevailing and that 
is to open separate accounts of which the above goods 
account is • built up. e. g. Opening Stock Account, 
Returns Inwards account, Sales Account, Returns 
Outwards Account, Closing Stock Account, etc. and then 
to transfer all these accounts to a Trading account. 
The ultimate result however in each case is the same. 
In this case there will not be only one Goods account 
but separate accounts siicli as Stock account, Purchases 
account, Sales account etc. According to this method 



SALES ACCOUNT 


31 To transfer 
to Trad- 
ing a/c 


Harju Pii.j 

^ainbliu I 
Nath 


returns 


Jaa. 

31 I By transfer 
to Trad- 
iiigr a/c 




1 ; 
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(eitlier or Cr.) as sKown in the above ledger accouijts 
siiek as Ca.slt, Rama and others. These are the balances 
that will appear in the opening entries of the next year 
and also in the Balance Sheet. 

Balance Sheet. 

The last thing is to prepare a Balance Sheet, 
which is a statement showing the different assets 
(i.e. property of any description) and liabilities (he. 
debts to the firm) and also the capital aceonut at tlie 
end of a particular period. It is prepared by closing 
all the personal and real accounts and collecting all 
the balances together. . . 

'I’lio Balance Sheet of the previous Trial Balance 
will be as under : — 


Balance Sheet of Mr. Beni Pd. as on 
31st January, 1928. 


LiaitHities, 


Assets, 


Capital 

8,375 

Cash 

3,175 

Giilab Singh 

1,000 

Bank 

1,000 



Sanabhn Nath 

1,500 

1 


Jiam 

500 



Stock oti hand 

3,200 

i 

9,375 


9,375 





Its utility “-From, the above Baliioee Bheet it will 
known as to how useful a doouiueni it is as it throws 
light on several important points relating ti; tiu* 
business. . 

(a) In the first place it will tell ns if the iirni 
is solvent or otherwise. If the asset.s are less than 
liabilities tliere will be a debit capital balance and 
it will be clear that it is not solvent, if otlierwise it- 
is solvent, 

(b) It will give infonnation as regarils the assets 
and liabilities, their nature and extent. 

(c) Lastly we can know inucii as regards the 
stabiKty of the firm. If the licpiiid assets sueli as cash 
and bank balances, debtors etc. exi^eed the amount of 
liabilities to be ])aid then the position of the firnn is 
quite sound, or else the firm is overtrading and is likely 
to be bankrujii on account of its going out of its 
financial limits. 

Its form and order:— It will be seen tliat tlie form 
of the Balance Sheet is different from that of the ledger 
accounts. In the firet place the words *T(/ and IBy’ 
are absent. Secondly the words Dr. and Or. are 
omitted. Thirdly the sides are changed. The side 
on which debit items are to be written is used for 
credit items. Tlie Americans and some Scotch 
accountants write this differently i. e, they write assets 
on the left hand gide and the liabilities on the right. 
This is just the opporite to what is done in the 
.English method. ^ ; 'V . ' ^ ; 


TliPx’e are two metliods of arranging the items on 

eacli sitle. 

fit 'riie iirst -method is based oil the idea that 
it is by tlie conversion of assets into cash that the 
liabilities \\ ill be paid up and so they are arrang-ed 
according to their convertibility such as cash, baiib, 
bills receivable, debtors, buildings, etc. and similarly 
the liabilities are also •written in the order in wiiiclithey 
are payable such as bills payable, loans, creditors, etc. 

(2) The second method is of stating the assets 
in the order of their permanence such as fixed assets, 
fioating- assets, etc. All tlie assets in a balance sheet 

can be classified as under: — 

Fixed assets are those which, are acquired for the 
purpose of earin’ ng-iuconie siicli as Building, ]\Iaehine.ry, 
(Goodwill, Horses and Carts, etc. Tliese assets consti- 
tute a Fixed Capital. Their \raliiafcion for Balance 
Sheet is based upon their utilit}^ to the business as a 
going concern. 

Floating or circulating assets a.re tliose that are 
acquired for the purpose of I'esale or conversion into 
money at a later date, such, as Stock in trade, Debtors, 
Bills lieceiveable etc. This constitutes tiie Floating or 
Circulating CopitaL For the sake of Balance Sheet 
they are valued at tlie cost or market whichever 

is lower. 

It should be clearly borne in miiiii that this dis- 
tinction will depend upon the direumstances. In the 
case of a mill, machinery will be considered as ,a fixed 
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asset wliicli in tlie ease of a dealer in machiiiery will 
be a floating or circulating asset because it is tfie thing 
in which he deals. 

Wasting assets are of fixed nature that decrease 
ill value either through wear and tear siieii as Plant 
and ifachinary or through lapse of time such as lease. 


Fictitious assets are those items on the asset side 
of a Balance Sheet which do not represent any tangi- 
ble possession or property and from which nothing can 
be realised e, g. debit balance of P. and L. account, 
insurance prepaid; preliminar3^ expenses; etc. 



Sheet; 


, Liquid assets are those that can be readily turned 
into money such as securities, investments, bills, etc. 

Goodwill — III the above classification of assets this 
word requires a little explanation. It is a fixed intan- 
gible asset the existence of which is due to gooii 
connections, or to the reputation which a business has 
acquired, or to the suitable position of a business 
house. If a certain firm earns reputation for some 
reason, or the other; at the time of selling the business 
it wiE not dispose off its property for the market price 
only but will in addition charge something extra for 
name or reputationi This extra price is designated as 
Groodwill/" ^ The purchaser will pay more because he 
has reason to expect that in spite of the change of the 
proprietors the old customers will continue to patronize 
the firm. It is ^for this reason that this extra price 
paid, is treated ’as W Fixed Asset ahd is shown in the 
!so as it is expected that not oi^ly 


tliere will be an additional profit to the business on 
account ot the purehase of goodwill but when the^ 
concern will be sold the G-oodwill will fetch even more 
price than was paid for it. » 

Difference between a Trial Balance and a Balance 
Sheet. — The former contains simply the list of all ledger 
balances and thus includes both the gains and losses 
as well as assets and liabilities, while a Balance Sheet 
includes onty assets and liabilities. Secondly a Trial 
Balance is prepared before the Profit and Loss account 
while a Balance Sheet is prepared afterwards. 
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EXERCISE III. , 

(1) From the following partionlars draw up the 
Trading Account, Profit and Loss A ccount and Balance 
Sheet as on 31-12-1927. 

S s. d. 
1,075 19 1 
5,342 7 6 
6,762 3 4 
6,425 6 1 
124 7 4 
10,140 5 2 


Cash 

Stock of Goods on January 1, 1927. 

Capital 

Purchases 

Freight on same 

Sales 

Rent and Rates 
Insurance 

Commission on Sales 
Lighting and Water 
Wages and Salaries 
General Expenses 
Stock (closing) 


802 11 9 
110 0 0 


(2) TJie following is a Trial Balance of Mr. Durga 
Das on 31st December 1919. 

Stock, 1st January 1919 
Sundry Debtors 
Plant and Macbineiy 
Wages (Trading) 

Salaries 
Capital 

Land and Bnil^g 
Creditors ' ^ ^ ’ 

Travelling Expenses 


20,000 


20,000 


10,000 


5,000 


2,000 

50,000 

30,000 


10,000 

2,000 




Blircliases 
Sales ,, 
Cask , 


Stock on 81 st December, 191-9 amounts to E.S. 255 OOO. 

Prepare Trading, P. & L. account and B/S. 

(3) The following is the Trial Balance of Mr. 
camdas as on 31st December, 1919. ^ Prepare 
ding and Profit and Loss accounts and B;S. 


Stock in hand 

Purchases 

Sales 

Sundry Debtors 
Sundry Creditors 
Sales Returns 
Purchase Returns 
Wages and Salaries 
Rent, Rates and Taxes 
Sundry Charges 
Fixture and Furniture 
Cash 
Capital 


112500 


170000 170000 


Stock in hand Rs. 22,500 
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(i) Mrom the following Trial llalanr. 
rPrading Profit and W account L i 
of.¥r.Chater.ena,son31-lo p,L 

Cash ^ ' K, 

Bank 

trade chaiges 
Stock 
Biirchases 
Returns (Inward) 

W'ages (Productive) 

Debtors 
Bad debts 
Insurance charge 
Discount 
Ruruitiire 
Buildings 
Machinery 


Capit.-il 

Loan 

Ci'editors 

Sales 


28,902 


.18,082 

5,000 

1,827 

0,493 


■ 750 

840 
120 
3,728 
5,392 
312 
527 
1,292 
307 
87 
59 
1,209 
4,792 
9,487 


28,902 


Stock in hand Es. 4377 

(5) Rrom the tbllowino- 'i\ ■ 1 , 

a Balance Sheet and Profit tnd T out 

year 1927:- and Loss ac<joimt for the 

Tnal Balance on the 31st December 1927. 



Loan 

Interest 

Machinery 

Salaries 

Postage and Telegrams 

Goods x4.Geoiint 

Discotint 

Commission 

House Property 

Eent 

Taxes 

W. Jones 

W, Graham 

Depreciation 

Cowper 


Yalne of goods on hand Es, 25,000, 

(0) Prom the following balances of ^Ir, Simpson 
as at Hist December, 1922, Prepare Trading xlccoiint, 
Profit and l^oss Aecoimt and Balance Sheet: — 


Capital 

Creditors 

Sales 

Purchases 

Stock, 1st Jan. 1922 



Debtors 4,500 Incidental Expenses 211 

Wages 350 Bank 2,050 

Salaries ^ 210 Land and Building 1,OGO 

Bent and Rates 55 Closing Stock 4,750 

(7) From the following Trial Balance prepare 
Trading and P. and L. accounts and Balance Sheet as 
on 31-12-1927. 


Cash at Bank 3,000 Sundry Creditors 89,850 

Petty cash in hand 15 Srdes 26,185 

Sundry debtors 36,825 Stock on hand 13,705 
Buildings 20,000 Pnix-hases 42000 

Machinery 15,000 Wages 7,020 

Discounts allowed 1,950 Carriage outward 1,950 
Discounts allowed Bad debts written off 500 

to customej-s 4,690 Repairs 420 

Returns 1,660 Trade and Ceneral 

Rent and taxes 500 expenses 2,510 

Advertising 2,300 Interest on loans 600 

Travellers’ Salary 2,150 Capital Account 36,850 
Q-oodsonhand £ 17,500. 

(8) Prom the following Trial Balance prepaj'e 
Trading aooonut, P. and L. account and Balance 
Sheet as on 31-12-1925, 


Rs. 

760 Purchase 
7500 Sales 
' 601 Carriage 
1508 Wages 


Cash 

Stock 

Interest 

Salaries 


15720 

21924 

1250 

2460 
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Rs. 


Rs. 

Goalnoke etc. 

905 

Discount (cr.) 

79 

Ratiirns Inwards 

409 

Taxes 

433 

„ Outwards 

525 

Wages (office) 

123 

Debtors 

4900 

Creditors 

2208 

.Capital, ^ ■ 

14000 

Drawings 

526 

Rent 

348 

Insurance 

1200 

Bad debts 

72 

Discount 

82 


Stock on liaiicl Rs. 2428. 


(9) Prepare Trading and Pi'ofit and Loss Account 
for the year ended 31st March, 1922 and Balance Sheet 
as at that date from the f<:)ilowing particulars:-* 



Es. 


Es. 

Horses a.iid carts 

1,438 

Ti*ade Debtors 

1,570 

Capital 

25,000 

„ Creditors 

790 

.Lo.aii 

2,000 

Office Expenses 

2,321 

Cash at Bank 

9,350 

Rent 

275 

Office furniture 

700 

Discount (Cr.) 

770 

Commission (earned) 

35 

Premises 

5,340 

Salaries 

400 

Plant and Machinery 

Bank charges 

75 


13,330 

Stock-lst April 1921 

3,275 

Purchases 

12,894 

Sales ■ 

22,373 

Stock on hand 

2,975 


(10) Draw up (from the following Trml Balance) 
the IVading and Profit and Loss accounts and Balance 
Sheet of Samuel Taylor. The stock on December 
31, 1919 was £ 786-14s.-6d. 

£ s. d. £ s. d. 
Capital Account • 4,074 10 0 

Stock, January 1, 1919 .685 3 9 

Salaries ^ 200 0 0 





iA 


i 


WageK 

Purchases* 

Trade Expenses 
Adveiiisiiig 
0. .Rhodes, Loan 
Bad Debts 

.Rent, Rate and lusuraiiee 
■Postage ■ . 

(las and Water 

■Sales 

Returns 

Fixtures and .Fittings 
Rent Received 
Repairs 

Sundry Debtors 
Sundry Creditors 
Oasli in hand 
Bank Balance 
Interest on Loan 
Bank Interest 


715 4 to 
2/J74 0 H 
.ITh 4- 2 
120 1.4 II 

7Sti II 0 

H(> 1-S 0 

135 0 0 
■ 65 3 6 ^ 

44 14 0 

4,008 19 0 

124 8 c; 

1,122 10 0 

'25 0 0 

35 0 3 
3,499 13 8 

329 4 10 

4 9 4 
118 6 11 
62 10 0 

6 10 (> 


10,124 3 4 10,124 3 4 


Hf, .addition to the above exercises, Trading and I*. & L. 
acooimts and Balance sheets should be prepared of 
examples at the end of Chapter IL 


CHAPTER IV 

Bank Transactions and Cash Book ' ' 

Banks ])lny sivh an importaBt part in the business 
life of terlny that- raiT-ly a mereliaiit can be found who 
(loes not keep an necoinit in tlie saine. It is for this 
reason ibat a woiiciny knowledge of banking transac- 
tions is ahsolntely essential for a bnsiness man. 

Basik -In tlu^ words of Kmlej” Bt may be 

described in general terms as -an establislunent whieJi 
makes to individtials siiek a-dvances of money or other 
nieaiis of ])ayiTient as inaj?' be required and safely made 
and to wliich. individuals entrust moiiej or the means 
of ]>ayment wJien not required them for usek 

Money is entrusted to the banks for various rea- 
sons. Peo].)io not only have their money kept safe but 
got in addition some interest on deposits. TJiey can 
also make tlieir ])aymen,ts through banks by means of 
cheques which, are orders to the bank to pay money. 
They can overdraw in case of need if their financial 
standing is good. Banks collect dues of their cnsto- 
Biers and give references for them also. 

Money can be deposited with a bank foi' a fixed 
period and such deposit is called fixed deposit, and 
the period for which it is kept is^ generally B, 6, 9, 12, 
or 24 moiiths^ The second method is to keep money 





oTi saving bank system. In this system .h-posit is ke-Mt 
a bank on certain condiHons, the iinnortanf 

ones of ^rlucli are that there is suine mnxinmm limit 

0! keeping tlfe funds, money ,.ati he .iraun ..vue-ajK- 
onee a week on the pro.luction of th- juks bunk a'lui 'a 
withdrawal form and some maximum amount is laid 
do^i beyond which we are not allowed to withdraw 
at a time. I he third method is to luive a current or 
Drawing account. This method is the only one that 

-n be kept and withdrawn as many tiim-s ai one likes 

of taking the pass book witi. the cheque. A cheque 
can be given to any person and he mar take payment 
or can pass it on to another party in satisfaction of his 
own debt to tliat person. This is very advantammus 

and wiT^*''”! ®'^eii on banking hoMavs 

and vith one cheque debts of many persons can be 

IS however the practice with all the banks to fix a 

At the time o( opening a new account the deno- 

Wk‘ md m, “ ‘ ® a ,L 

cook, and ( 3 ) a paying-m-slip book. ^ 

of chtoSs^T! f containing a number 

01 cneqnes i. orders on the bank. Legally a cheone 

drawerTrd?*'^'’"^^ ^ bankei- signed by the 

drawer ordering payi»ent on demand of a specified 

«wwnt, to a, specili^ the bearer. 


In India a clieqne does not require a stamp, but in England it does require 
stamp of 2d. Its usual form is like the following: 

i Counterfoil } ( Cheque. ) 
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ilie ch('H|iie lorm eoiituin.^ a very cla’^)niatfv]>riiitiiiu- ,j| 

» a. .special paper, all tiiis wirJj a view in keep u<t l<iopii,,,i, 
i'or frail, i or IWyciy. Be.siiJes every e,-as('r -ireerreeri,., 
uiiist, he initialled and the sie-indure nf ,|,e drawer nui.s, 
agree wdtJt the .sjieeiinen lorlged with the liaiik. 

The person tvlio draws a .theipie is called a ,/r,nnr 
and the hank un which it is drawn h known as the 
hranar aiiclthe porsitn in whose favour ii is diawn is 

called the iV<’- ’ 

It dopend.s upon Messrs. Koinp ic (’o. Ltd. now 
either to get payment of this eheqn,.‘ or t,) give it lo 

some other jtartv for delit.s. 


A cheque is of two type.s /.o/rrr and -mhr. The 
ahwe Ls the form of a, hearer cheque heeanse it, is 
wiitten ‘Pay Mes.sr.s Kemp and Co. .Ltd. or Armw-,' hat 
rf it IS written order in place of bearer it will he an 
onto fhoqiie. A bearer elieque can be tran.sferredhy 
.simple delivery but an order one needs in acidilion to 
delivery ‘endor.semetif which i.s done hy the Jioidor’s 
signing his name generally on tlie bimk of the bill 
lor the purpose of negotiation. 


Pass Book-Ifc is a bookiii which all the transactions 
of a party with bank are recorded and it is to he 
checked now and the;j with the casli book or with the 
bank acooant^ in itlie .ledger to avoid mistakes. 
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frirni is as under 


Date Partifulars. |l>ra,\vn ontj Paid in Balance 


W2H i 

March 1 By <t. C 
, notes. 


20' To Kemp & 
Co. ciie(iiie 
j 110.5734. 


: 22 Bv cheque \ 

! notes. I 8272 KJ 9 4272 10 9 C. P. 

27! To A ■& Co. i ■ ! . . : ■ . .| 1 ■ 

<*he(|ue no. ' ' j i • 

I .5737. I 500 . 0 Oi ■ 1:3772 10 '9.} €■' P. 

Payrng-in-slip-book : — It is a boolv coiitaiinng slips 
used for -writing tlie amomit and its details when 
sending ir to the hank tor <n‘editiiig it to tiie depositor’s 
aeeoiuit. 


The Bank of India Ltd. 


Bombay, 27t]i March. '28 


i(;(; G (J 1 Paid into the 


Silver 


4)1 9 0 i credit of Messrs 


;Clieqiies I 208 7 0 R & Co. hid. 


I Rs. I '5UU 0 "O tlie sum of Ks. 


by Amir Chand 
■Casluer .Folio 
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Tlie pass book can also be eoniparoi] , witli tin* 
Payiiio-in-slip book for all credits and with the ,-he,nie 

: book :tc> see tlie debits,. ' 

Entries in the books 

Faijmmt by cheques 

Wlienever we pay anybody by means of ti cheque, 
we shall give the party a cheque and he will get the 
nwney for the same from our bank and mt from our 
office. Therefore Avhen tve pay Anand Swaniii' Es. 100 
by ehecpte we will journalize this as: — 

Anand Swamp Dr. Es. 100 

To Bank Es, jqO. 

In this case the hank account is ci-edit.(>d as the 
payment is to be made by the bank and .so if the cash 
account is credited it will be incormct, because our cash 
account wdl not bo affected in the least but the bank 
balance will be reduced by Rs. loO. 

When however we want to bring cash in the office 
irom our bank the entry will be:- 

Cash Dr. 

To Bank 

This will increase the cash balance in the office 
and reduce tliat of the bank by the same amount. 

required for 

^ Tate use of the owner and not for the business he 
vill joumalize tjns as fpllows:. — 

Bravrag-.a/c Dr. 

'Tb'Bank : , , 



WRLR we TQoeive a cheque iii pa 3 U'nent;, cask 
account is to be debited and the party’s account is to 
be credited, but it is the practice with some, to send 
such cheques directly to the bank and to debit Bank 
account because no cheqi 
througii the bank 
received to other ^ 
then the account of the 
given is debited and that of the 
credited. This 
rather riskj^. 

The follow! 
quite clear. A 
Benson,. 

(0 Where cheques are treated as cash. 

Gash Dr. Rs, 250 

To Benson Es. 250 

(u) Where cheques are treated through the bank. 
Bank Dr. Es. 250 

To Benson Rs. 250 

(iu) Where the cheques received are passed to 
creditors. ■ ■ ■ 

Suppose that it is given to Chandrasen then 
Ohandrasen Dr. Rs. 250 

To Benson R« 250, 


lie is cashed directly but 
There are some who give cheques 
persons ill satisfaction of their debts 
—c person to whom, the cheque is 
person who gives is 
practice is not much sound and is 




'( SO ) ' 


Wlien ihe Bank -allows. some ifireiv>t oiv 
thf." following entry -will be nuulo iui* tluit 

iiiteo’est. 



But wlieu the bn iik charges iis for pos 
col!e<*ti!)H’ onr dues or some such work thei 


B;i,n,k ebaTges a/c .. Ili' 
To Bank 


is the entry to be passed. If the I 
interest for overdraft allowed to ii< ii, e 
m(5i*e money from tlie bank than is diu'“ 
tlie entry for the interest is 


If the business trunsaetioiis of a meix-lmni arc 
analysed it will be found that tliey can be grouped as 
■uTK-let: — . . " . 

(f) Relating to cash or bank 

(u) Jielatiiig to pnrc^liase and sah* of gomd>t 

(m) Relating to bills 

(ir) MweHaneous transactions. 

' Up to this time we had passed all oiir entries 
throBgh the joniml and there was no other book of 
’ ' entry.' As already et|>Iained the continental system 
I insists on keeping jmirnal, bnt not the English system. 


.For tlie salve of simplicity, eonvenience and saving of 
time, it lias been foiinc! necessary to niake use of tlie^ 
following subsidiary books:— 

(1) Casli. Book for casli or bank transactions. 

Fi i Purcliases, Sales and Returns Books for credit 
]3urcliases, sales and i*etarns. 

(;:b Bill Books for bill transactions. 

Cash Book 

As tke Tciy name shows a casli book contains only 
cask transactions. It is diyided into two parts cash and 
contra, the latter meaning opposite or against. In tke 
debit or cask side are written all receipts and on the 
otker all }>aymejits. On tke debit side th.e first item 
is 'To ])alance’ and shows tke balance brought down 
from the last period. On the Gr. side tke last item is 
d^y balance' and shows the amount of cask on hand 
at the time of closing and it will form the opening 
balance (d the next period. 

Example. 

1927. 

Bee. 1 Balance on hand 
Balance in bank 
„ 1 Paid to petty cashier 


Rs. 350 10 0 
400 0 0 
lOG d 0 



: ■ ' j">, 

'■'i’ 4 Paid trade expenses 

'■> Paid 'into bank 

7 Keeei ved a ebeq ne i'roui 8. & ( ’„ 
» 9 Drew from Bank 

J 0 Triredi paid in settlement of 
on r account of Es. 200 /- 
Dec. 11 Received a eheque from Triheni- 

sahai and paid the same into haul 
» „ Allowed him discount 

a lo Paid Gupal and Co. by cheque 

!j Itf -Paid wages 
« Paid Jamshetji (he allowed us 

discount Rs. 4/6} 

u 24 Received a cheque from Yadav 
and Bros. 

» ,, Discount allowed to them 

» 25 Drew cheque for office use 
” -^^eeivedfrom JaiutiPd. 

! 28 Paid into bank 

1 31 Cash sales during the month 4 

> » Paid into bank , ^ 

) )) Paid salary 

T) * 

^ ^ » 1 aid stationery bill 


CASH BOOK. 




f 


it 



In this cash book the discoiint column is introduced 
and so disconnfc amount will be added to casli 
ain(>unt while posting to a paid^^’s accoiint. Tlu^ totals 
oL the disco lint colninns are posted to the (liscoiuit 
account. The total of the debit sick^h shows 

disconnfc allowed us, is posted to the debit side ot 
the discount account as it is a loss and that of the credit 
side (rejiresenting discount allowed tons) to the credit 
side ill the ledger, as it is a gain to ixs. 

There is another method of posting the discount 
amount, and in this only the difference of discount 
coiuinns is posted but it is neither much in practice 
nor very safe. 

In both these methods there is no necessity of 
opening a cash, account in the ledger, hut tliej'e must 
1)6 a Bank ac^counfc. Some people use a casli book 
liaviiig a coluinii for bank transactions, and then it is not 
necessary to open a bank accouiifc. Cash, triuisactions 
are wnifcteri in the cash coluuins and bank transactions 
in bank eoluiiins as sliown oji the Jicvt puge. 

This form is very useful as well as economical as 
it contains both the Gash and Bank columns. How- 
ever as there are two accounts in the same book when 
there is a transfer of some amount from one to the 
other it will liave to be recorded on either side. 
Su])pose on. the 5th December IJs. 300 liave been paid 
into the bank- Es. 300 must be written on the debit 
side in the hank account and the same ninoiiiit on the 
Kuedit side of the cash (office) account. Similarly when 
Jls, 300 are withdrawn from the bank on the 9tb, on 
the credit side of the bank Rs. 300/- are written and 
the same amount is written on the debit side of the 
cash ac'count. In this Cash Book we get the balances 
of both the cash and hank and it *is carried forward 
and is shown in the Ihilance Sheet 



Postilig— TJiere is no special difficulty in postino' 
this cash book only those items relating to the reoeipl 
from and payment to the bank or receipt from or 
payment to the office by bank are neglected as both 
the accounts are in the same Cash Book. Sometimes 
‘c’ is written against such items in the folio column 
which means ‘contra’ or simply a dash is put on either 
side as in this example. 

In some business offices it is the rule to send to 
the bank all the money received and to make all 
payments through the bank. In such offices there is 
no necessity of a cash column, and so the Cash Book 
will contain only two culumns, Bank and Discount. ’ 

As cash first comes in and then goes out its balance 
must always be a debit balance and never a credit one • 
but in the case of a bank it is generally a debit balance’ 
but when there is a overdraft this balance is a credit 
one. 

Reconciliation Statement or Account 

We keeir either a bank account in our ledger or 
there is a bank column in the Cash Book and from that 
we know how much money of ours is in the bank. 
The bank records our transactions with it in its ledger 
and they are copied in our Pass Book from time to 
time. But it hardly happens that the balance as per 
our cash book tallies with that of the pass book. It is 
to show the agreement betweeif these two balances 
that a_statement is prepared generally on the last day 


vi every .moiifcli aiicl is called Eecoiicaliatioii ^staiemeiifc 
or aeccunt or Bank ■ liecoBcilmtioii .stateineiit or 
lojeouiit. 

. Tlie fol io' wing items a/re, 'respoiisiblt:? for tliis clis- 
agreement: — ' " ' 

■1, Cheques issued but not presented. We issue' 
clieqnes to Tarions persons but all ol tliem do not get 
tliem ca^lied immecHately. As soon as we issue ii ebeqiie 
we debit tiio person to whom we gh-e the cheque and 
cj’edir ba?ik account i, e.we reduce our balance in the 
bank but the bank -will not pass anjr entry for the same 
utdess it is presented for payment and so generally on 
any diqy tliere are siieli cheques tliat are issued but 
not paid and in order to agree our l)ank balance 
in our books with tliat oi; the pass book, we shall hare 
to add the amount of sucii cheques to om- balauee. 

2, Cheques paid in but not credited— Again we 
j’eeeive cheques on different banks from various persojus 
in ])ayment for our dues wdiich send to our bank for 
coliection from the banks concerned atul to credit the 
proceeds to oar account in the bank. But when we 
send such, cheques for collection to the bank we debit 
i>ank account for their amount ; the bank how^ever 
•will not give us credit for them unless tliey are cleared 
/. e. they have been duly honoured. So on the clay of 
closing there are likely to be some cheques Tiddeli 
liave been sent toy the bank for collection, but 
not yet cleared and so not credited to our account. 




TlieiiMiiiioiin tlierefore must be deducted from tlic 
balarice of bank account in the cash book to, 
reconcile it with the pass book balance. 

3. Interest and Charges. In the same way there 
will be a disagreenient if the bank has debited or 
credited our account mth interest or charged us for 
commission and other charges and we have not made 
entries for the saine in our books. These will also 
have to be reconciled. 

The statement is written as under:— 


Bank Reconciliation Statement 


Balance as per Cash Book 
Add cheques issued but not 
presented. 

Add interest allowed to us 
but not credited us. 

Less cheques paid into the 
bank but not credited 
Less charges and interest 
charged by the bank but 
not accounted by us. 


Balance 


Pass Book 


In the above statement we have started with the 
cash balance and have tried to reconcile the same 
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with the Pass Book balance blit we. can pr<^ceed with 
■'the latter as well but .'iiiv'.tlnit ■'■easeVwe shall ha.ve to., 
reverse the items e, cheques issued but not . presented 
will have to be deducted .. aud'. cheques ■ paid; but not' 
credited will have to be added to tlie bank balance. 


Example. On Bl-1 2-1927, our Bank Balance avS per 
Cash Book is Rs. 757-8-0 but the Pass, Book figure is 
Bs. 355-11-0. Cheques of Bs. 315-8-0 issued by us 
have not been presented as v^et and cheques for 
Bs. 712-4-0 sent to the bank have not been cleared. 
The bank has allowed us interest Bs. 15-7-0 and 
charged for commission etc., Bs. 20-8-0 but no intima- 
tion was received by ns before closing the book. 
Reconcile the balances. 

Bank Reconciliation Statement as on 3 1-1 2- ’2 7 



Balance as per Gash Book 

Add cheques issued but not 
presented 

Add interest allowed to us 

Less cheques paid into the 
bank but not credited 

Less charges not accounted 
by us 

, , • n. , 

Balance as per Pass Book. 


This ^^ery example can be worked out by the 
other method:— : * 

Bank Reconciliation Slatement as on 31-“12-’27 






Es. 

a 

P 

Balance as per Pass Book 




355 

11 

0 

Add cheques paid into the 







bank bat not cleared. 

712 

4 

0 




Add charges not accounted 







by us 

20 

8 

0 

732 

ii 

0 





licss cheques issued but not 




1088 

7 

0 

presented 

315 

8 

0 


Less interest allowed to us. 

15 

7 

0 

330 

15 

0 

Balance as per Oasli Book 




757 

_8 

1) 


There is of course a little difficulty in case the 
bank balance is a credit Balance i, e, overdrawn, and it 
can be got over by putting minus sign to the amount. 

Example- On 31st March 1928 the Pass Book 
balance shows an overdrawn balance of Rs. 120 5 0 
but in the Cash Book the balance was Rs. 101 4 0. 
The amount of cheques isued but not presented was 
Rs. 93 12 0 and that of the cheques sent to the bank 
but not credited was Rs. 315 5 0. Reconcile the two 
balances. 



Reconciliation Statement as on 31-3-^28 


ance as perTass Book (overdi-awn i 
I cheques paid but not credited • 


Less cheques issued hut not presented 
Balance as per Cash Book 


Petty Cash Book 

■ Every business has to make 
almost every day for postage 
and if all these were to be ■ 

Book it will be unduly bidk' 
many chances of mistakes of 
So in addition to the main ( 

Book is maintained for this ] 
of the following methods:- 

(a) Some suitable amou 
for petty payments and is 
Account. A small memora 
therein the expenses of 


pven to start with 
ited to Petty Cash 
1 book is kepi and 
ire are entered daily. 
1 of these expenses 
lump sum as trade 
by small concerns, 
eeond method instead of writing one 

^en under the heads in the 


J 
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Gask Book. Tkese items are tlien posted to the debit 
of the various aecomits and not to one aceonnt as 
ill the former case. . 

(c) In tlie second method the trouble is that the 
Cash book cannot be closed unless the petty cash 
figures are received. . To avoid this the amount given 
is charged to Petty Gash account and -when the 
analysed figures of expenses are obtained a journal 
enti-y is passed debiting all the expenses and crediting 
the Petty Cash account. The excess of debit side over 
the credit side of the Petty Cash account will show 
the balance of the Petty Cash account and it will be 
shown in the Balance Sheet. 

(d) The most important as well as modern 
method is the Imprest System. A round sum generally 
sufficient for some convenient period, generally a 
month is advanced to the Petty Cashier and is charged 
to Petty Gash account in the Gash Book. At the end 
of the pei’iod a cheque for the total amount of expenses 
is issued for Petty Cash thus recouping the fixed 
amount. The totals of the various items of expenses 
are then posted to the debit of those accounts as ‘To 
petty Cash’ and folio is written below each column as 
shown in example. The balance of the Petty Cash 
account, which will be a fixed amount, will be added 
to the cash balance or will be shown separately in the 

* , • 

*» 
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BalaiK-e Sheet. This method is verv con^euient f... 
eheekmg as the amount of imprest is ahyays a fiTfi-j 



IJie Petty Cash Book is i 
example given. There are as n 
are heads of expenses in additio 
Sometimes a column is kept in 
for payments to ledger acconir 
then each account must be se[)a 
amounts paid to each individ 


From the following particulars write 
k (Imprest system.) 


Received from the easl: 
Paid for stationery 
Telegram charges 
Paid printing charges 
Paid postage 
Paid cartage 
Paid Advertising 
Paid simdry expenses 
Paid printing charges 
Paid fo(; coolie hire 
Paid cartage 





Exercise IV. 

- 

ii) 

Write np in tlve Cash Bor-k 

traiisaetious of Joliii Wilson. 

1 928 



JaiL 


i Cash in liand 

7? 

3 

Bought goods 


8 

Sold goods 

11 

19 

Bought goods 

11 

28 

Paid trade expenses 

11 

33 

Paid wages 

11 

31 

Sold goods 

Feb. 

5 

Paid to Roberts 

r 

12 

Bought goods 

11 

14 

Paid Rent 

Mar. 

5 

Received cash from James 

.5 ' 

8 

Paid cash to D. Knoz 

11 

12 

Received frum Noble & Co. 

11 

14 

„ from 31. Noble v't Co. 

11 

19 

Paid Wages 

11 

24 

Paid Trade expenses 

Book^^ following transactions 

1928 



Jan. 

1. 

Cash in hand 

35 

1. 

Cash in Bank 

11 1 

4. 

Received cheque from R. Jones 


5. 

Pjtid i^to Bank 

» t . 

? , ^ 

8. 

Brew from the Bank 


' } I . ^ 




£ 220 15 0 
55 0 0 
7 IG 8 
4 13 4 
1 12 0 
7 1 0 
29 2 0 

2 7 G 
27 IG 4 
•9 11 0 
29 11 G 
9 15 4 
1 13 10 
90 11 4 
7 10 
1 IG 0 

in a Cash 

Es. 

1,798 

19,000 

4,428 

5,000 

5,000 


Jan. 


» 
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9 . Paid, wages .■ 

Rs. J,500 

14. Paid V. Green by cheque 

■ 2,719 

15. Bank chai-ged for collecting 


E. done s cheque * 

1 

27. Eeceived cash from A. Brown 

750 

31. Paid Trade expenses by cheque 

106 


Show the Cash Balance at Bank, and in hand, at 
tlie close of the iiionth. 

(o) rite a Cash Book with a Bank and Discount 
coliiiiins from the following' transactions and balance 
it on June 30th. 1927. 

Es. a. p. 

Balance in hand 1^000 10 

Paid into bank 4,00 0 

Drew cheque for IL Jones. (He 

allowed Es. 5— discount) 240 0 

Do. trade expenses 100 0 

Do. T. Brown 150 0 

Paid in the Bank cheque from 
S. Webb 40 0 0 

J . Clark paid into Bank 
(discount allowed to him Es. 10) 440 0 0 

„ „ Drew cheque for K. Low 550 0 0 

„ 25 Paid in cheques from E. Jenkins 140 8 0 

„ 28 Drew cheque for private expense 86 0 0 

„ „ Paid into the bank • 100 0 0 

30 Drew cheque for S. Allen 880 0 0 


Jane 1 


s 

15 


oo 
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(4) The following are tlie casli f raiisrefious of a 
■firm for one day, enter them in t'udi Book, and fiml out 
the balance. 

Cash in hand Jisi. 4(jt 0 

Cash at Bank. 

Paid wages. 

Paid R. Smith by chet|ue. 

Received from A crossed cheque 
Paid for postage. 

Received from R. Cj-een. 

Received from R. Brown. 

Cash Sale. 

Drawn from Bank. 

Paid Rent. 

Paid Taxes by cheque. 

Received from Salig Ram. 

Paid into Bank. 

Petty Cash disbursements (cheque). 

(5) Write np Thomas Walker's Cash Book with 
columns for Discount, Cash, and Bank, from the 
followmg items; balance, the (lash and Bank columns 
on 30th April 1928;-- 

April 1 Cash in hand £ 9;] 17 lo 
„ 2 Paid into Bank 10 0 0 

,, 4 Sold goods for cash 14 9 

„ . 5 Paid for advertisements 0 2 4 
>» 6 Paid by choque to (dis. 2s. lOd.) 

; : ; ' - Maftin Oo< 7 12 


7846 1 ;! 7 


21 

4 

0 

m 

1 

4 

147 

0 

0 

6 

4 

0 

14 

8 

0 

401 

11 

7,1 

19 

0 

0 

000 

0 

0 

900 

0 

0 

48 

i) 

0 

770 

8 

0 

800 

0 

0 

17 

4 

0 
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April 


: ,'8 

Received, from. Barnett.,'. , 



Co. and paid iiito' ' 




;Bank. ; 

9 5 

*) 

: '9 

, Received fromH. Hirst 

1 18 

4 

11 

Bought goods for cash 

4 5 

0 

13 

Received from Benj. 




Wright 

1 19 

0 

15 

Paid for coal 

0 It. 

3 

18 

Paid to self 

1 17 

10 

23' 

Received from 




Dearman 

2 18 

6 


„ Received for goods sold 0 17 
26 Paid to Andrews & Sons 1 10 

28 Cash drawn, from .Bank 2 10 

29 Paid to Nasmith Bros, by 

cheque 9 7 

Paid sundry expenses 1 8 


(dis. 25s.)' 
(dis. Is. 8d.) 


(dis. 2s,) 


(dis. Is. 6d.) 

6 

0 

0 

0 (dis. 21s. 6d.) 
4 


(6) Write the Cash Book having Office, Bank and 
Discount columns from the following cash transactions 
and liud out tlie balances. 

1926 , 

dime 1 Cash on hand 7829 8 9 

Cash in Bank 3247 8 6 

5 Paid by cheque to Arthur 297 8 0 

,, 7 „ coolies 17 12 0 

,5 9 Sams paid us 990 0 0 

discount allowed to him 10 0 0 

5 , 12 Purchased furniture by payirfg* 

cheque • 758 2 6 


<1 



June 15 
' 17 




Paid coolie eliarges l{i{, 3 

Paid into bank jyO 

Poeeived a cheque in ful] .settle- 
ment from (joviiid for a de'Di, of 
Its. 1982 8 6 and paid tlic sanio 


22 

24 


in tlie bank 

Drew from .;bank for piTvate use 
Paid to SaehiY b}" cheque 
He allowed IIS discount 
20 Paid salary tp the manager 

27 Paid premium hy clieqiie 

28 Cash Sales 

29 Beinitted to bank 

oO Paid postage and cartage 
„ Wages 
j, Rent by cJieqne 


(7) At the time of Balancing (December 81st 
1930)^ Bank account in the Cash Booksliowed a balance 
of £ 500 but cheques passed for collection before that 
date, amounting to £ 250, have not been cleared. On 
December 31st 1930, you had paid a cheque for £ 20 , 
to a customer, in settlement of his account and 
although you had dealt with that amount through 

your office cash book, it was not presented. The Pass 

Book balance £270. Draw up a Reconciliation 

statement, . - . „ 


(8) B raw lip a Eeconciliation statement from 
•tJie follo,wing^ 


Bank Balance, as per Pass Book ■ 

S 500 

10 

0 

.Bank .Balance, a,s ' 'per Cash Book' ■ ' * 

568 

0 

8 

Ghecpies. paid in, but not cleared ' 

67 

13 

,2 

• Cheques 'paid but not yet presented:—. . 




Siiiith and Sons 

16 

2 

9 

Johns & Co. 

23 

4 

7 

Brown & Roberts 

10 

15 

2 

(9) Prom the following particulars 

slio w the 

^ Cash 

Book balance on 31st December, 1928: — 




Pass Book Balance 

% 937 

8 ' 

1 r 

i) 


Cliecpies drawn prior to 31st December, 1928, but 
not presented np to that date: — 

S. Browui M 29 0 8 

A. R. Lambeth 324 3 2 

W. Wood 19 2 7 

Country checpies paid into bank on 30th Decem- 
ber. 1928, but not collected until 2nd January, 1929, 
£35 8s. lOd. 

(10) Reconcile the following Bank Balance as on 
February, 28, bringing the Cash Book balance in 
agreement with that of the bank: — 

Balance as per Cash Book 972 13 0 

Balance as per Pass Book Ks. 1751 2 4 


4 0, Es. 276 0 7. ’ ■ ^ '^’ 9, Ms. T, 

follow- ™”‘°‘'”‘“'"‘'‘"‘''» C.oI. Book „ore 

toereot allowed to „s by B.,„k ,, ^ „ 

sitxr “ - 

PI Rs. 2 8 6 

f; 

February 28 in Cash Book. appeared on 

Baok&oonXou Stataef.tT™'"'* 

“ Bank Pa. Bo„k‘X:rBetS “““ 

c»™ntSoXft:nBr r "■-> «''”>■» 

nealisodandoreditodby Xl '‘V*’"’ 

a Bank in January, Bn^ •._ 

Manilal Premchand 

Tarachand Brothers I 

HirjiKhetsi ^ ^ 

191 1.5 0 

in December, drawn by the firm 

m January 1918;— by the creditors 

Ralal and Sons 

JamshetjiBomonji ^ 

^ - .Sarabhai Chimin Lai ^ 

,1 ; : J17 14 0 




The 3ank 'accoiiiit in firm’s 'Ledger' showed 
Debit Balance of Rs. j 700. 


( 12 > the following items in a pett 

Cash Book, kept on the imprest system.' and brin, 
down the, balance — , . 


June 1 Received from cashier £ ' : 

2 Paid for carriage i 

„ S Paid for postage ; 

„ 6 Paid for travelling expenses i 

„ 10 Paid for stationery \ 

„ 16 Received from cashier amount disbursed 


(13) The following are the petty expenses of 
a small firm. 


Peb. ■ 1' Chaprasi’s wages 
„ 1 Chaukidar’s wages 
„ 3 Pencils and String 
„ 4 Postage Stamps 
„ 6 Railway freight on account Books 

„ 12 Ink 
,5 15 Telegrams 
„ 17 Unpaid Letter 
,5 20 Coolie Hire 
,5 22 Letter Paper and Envelopes 
„ 25 Advertising ^ 

„ 26 Sundries • 

„ 27 Printing Price Lists 


It is the custom of tlie firm to eaeh irionti j 

’vith nu opening easli bo.lan(?e of Its. To. 

Make u]) t!ie Petty Cash Ihjok. 


(14 ) Enter tlie following transactions in tlie Petty 
Cash Book of a firm where the iui.])rest is Jis. 50 and 
find out the balance at tlie end of tl?e month. 


Aug, 1 Postage 

0 

14 

0 

„ H Wages of Coolies 

, ■ 3 

9 

6 

,, (> Telegrams 

1 

5 

0 

,, 12 Coolie charg'-es 

7, 

5 

(> 

15 Postag’e 

2 

7 

0 

„ 18 Petty repairs 

3 

2 

8 

„ 21 Statio.neiy 

2 

11 

9 

„ 25 Cartage 

4 

9 

B 

27 Telegrams 

. 3 

8 

0 

„ 30 Wages 

■■ .12 

5 

8 


CHAPTER V. 

SUBSIDIARY BOOKS.’ 


Tlie books used xiiider the Double Entiy System of 
.Book-keeping can be divided into two main classes: — 

(1) Fmancial Books or Books of Account are those 

that forni the part of this system of book-keeping 
such as the Ledger, the Cash Book, Bill Books, Sales 
Books, etc. They can further be sub-divided into 
':,two classes: — ' ■ 

(a) Principal Books— the Ledger and the 
Cash Book. The latter, however, is the part of the 
former but is maintained separately as a matter of 
conveiuence, 

(li) Subsidiary Books or Books of Original 
Entry rk., the Journal, the Sales and Purchase Books, 
Eetiirns Books and Bills Books. The Journal, however, 
is the source of all the hooks but it is for the sake of 
simplicity and convenience that the different types of 
entries are made in different books instead of passing 
them, all in one book the Journal. All these books 
ore also called Books of Prime or First Entry because 
it is in one of these books that a transaction is first 
entered. 

(2) Statistical Books also called Memorandum 
Books are those utilised for recording detail concerning 
transactions that cannot be c(jp.vexiiently included in 
books of account e.g,^ Stock Book. 
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As the -w-riting and use of the principal jbooks have 
1 dealt with in the previous chapters effort has 
1 made to explain at length the writing of the 
lining set of the Books of Account ».«. the 


BOUGHT, SOLD AND BILL BOOKS 


Next to cash transactions rank the entries 
reg^arding sale and purchase of goods. Cash sales and 
cash purchases are entered in the Cash Book hut 
business houses maintain Purchase Books, and Sales 
Books for credit transactions, and this is bound to relieve 
the pressure on the Journal to a greater extent. 

In writing these books the following points are 
to be borne in mind: — 

(1) Only credit transactions are to be entered, 
rhere IS no doubt that some firms write cash sales in 
uiiis Doo.k Es credit sEles End! slmttr 


. Purchases Book. 

, .'fl 

This book is meant for recording credit purchases. 
This is also called the Bought Booh^ the Bought Day Boohj 
the Invoice ^oo/c^ and its usual form is as under: — 


Purchases Book* 


Date. 

Particulars. 

■ 

Ledger 

Folio. 

Details. 

Totals. 

1928 
Feb. 5 

Bam Prasad & Co. 

200 pairs of Bhoties 
' @ Bs. 4 per pair. 

100 pairs of Saries 
@ Es. 10/8 per pair. 

72 

|800 0 0 

1050 0 0 

■> . 

1850 0 0 

12 

Bhedwar & Sons 

100 Yds. Coating 
@ Bs. 2-8 a yard. 

73 


o 

o 


Goods or Purcliase A/c. 

Dr. 

102 


2100 0 0 


As all these are credit purchasers, the totals against 
every party's name will be posted to his credit in 
the ledger, and the total of all the purchases will be 
debited to the Goods or Purchases account at stated 
periods. This has in the end the same effect as that of 
the Journal entry : — 

Goods account Dr, ^ 2,100 

To the various parties A/cs, 


2,100 
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Sales Book. 

In this book arc recorJerl all (Jixnlit sales. Thi.s 
book is also kubvvn as Dm/ Book, Sal-’s Du if Book, Bol,/ Dai/ 
Book, or Sales Jourml. The reason of its bein^ called 
a Da,y Book is that in it are recorded tlie 
credit sales. 


daily 


The ruling of this book is just like that of the 
Purehases Book. The system of posting is naturally 
Just the opposite of th.e one adopted in the ease of the 
Puichases Book. As this is a Sales Book the items are 
posted to the debit of the party’s account in the ledger 
and the total of all transactions is periodically posted 
tc the credit of the Goods or Sales account. 

Tabular Departmental or Columnar method-In the 

above purchases book are written purcha.ses of Dl.oties, 
Saries and Coating. If the trader wants to know 
about the purchases of these articles separately, it will 
be difficult to get this information without analysing 
all the transactions. To avoid this and to have ready 
formation at hand both the Purchases and Sales 
Books are a-uled with as many additional money 
columns as there are, commodities, and the detail 
column is in some cases dotie away with. ' At the end' 

° various commodities are 

posted to their respective accounts. This method is 
very useful.. . 

Returns Books 


! These are- thb books used to record returns and 
a owances given, differe^nces; in prices, adjusted, credits 


'■•I 
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for empties returned, breakages and the like. So lono- 
the invoice regarding the goods is not passed tl, rough 
the account books it can be eori'ected but once it is* 
recorded there is no other way except making an 
entry in the lietiirns Books. Gorresponding to the 
Piiichases Book and Sales Book there are two Returns 
Books called Purchases Eeturns Book, and Sales 
Returns Book. 

The Purchases Returns book;— or the Return 
Outward Book as it is called from the point that it 
records the goods going out— has the same ruling as in 
the Piiichases Book. ^W"lienever we return g’oods 
to others we receive a credit note (written in red ink) 
or we send a debit note for the same and it is from 
this that this book is w'ritten. The totals are periodi- 
callj' po.sted. to tlie credit of the Returns Outwai'ds 
account and the total of this account is deducted 
from the total purchases in the trading account. The 
various personal accounts are debited with the amounts 
against their names. 

The Sales Returns Book or the Returns Inwards 
Book is ruled just like the Sales Book and is used for 
entering the transactions regarding the retium of 
goods or empties or allowances given to customers. 
In such a case a document called a Ofsdit ITots written 
in red ink is sent to the customer concerned and an 
entry for the same is made in this book. 

Prom this book the various personal accounts are 
credited and the total of this book is posted to tie 
debit of the Returns Inwards isocount and is deducted 
from the total sales during the period. 
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CREDIT NOTE, 


Messrs. Thomas & Co., Ltd., 

' . ■ ■ Aoba. ■ 

Credited hy The Delhi Station ery Mart Ltd, 

2, Tables Style B27 returned not 

, ordered @Rs. 12/10/- each 25 4 - 

4 Chairs Style A87 charged (a Rs. 25 

instead of Rs. 22/8/- 10 


Example. 

■ ^ Messrs. Ram & Go. Delhi. 

9 Returned to them Stationery Rs. 45/12 
1 o of iijferior quality. 

12 Sold to Messrs. Sarju Pd. & Sons;— 

Books Rs. 427/8, Paper Rs. 327. 
lo Purchased from Messrs. Dickinson & Co. 
Stationery Rs. 1027/11, Paper Rs. 1728/9. 
Returned to them Paper worth Rs. 403/9 6 

26 They returned Stationery Rs. 25/9 Paner 
121/9, Books Rs. 80/7 being spoiled in Sie 
oo defective packing. 

'j&o ■ HiArrt •i*r\ 'IV.T/vrtrtm.w A -n.' ■ 


Tabular Purchases Book. 


f % 
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Trading Account. 


To Opening 


By Sales ' 


Stock 


3951 2 0 


To Purchases 


Less Returns 


5145 13 0 


277 5 0 





3673 13 0 

Less Returns 




527 1 0 

4618 12 0 




Tliis is a trading account in total of all tke com- 
nipdities placed in the market but if it is required to 
know tlie result of each thing separately it is facilitated 
by keeping columnar books. 

Bill Transactions 

The next set of entries which requires a separate 
set of books to facilitate working belongs to the Bills 
group. In this group are included Bills of Exchange 
and Promissory Notes. 

A Bill of Exchange is an instrument in writing 
containing an unconditional order^ signed by the maker; 
directing a certain person to pay a certain sum of 
money only to, or to the order of, a certain person or 
to the bearer of the instrument. 


Example of a Bill of Exchange " 


Stamp 
Ee. 1/2/- 


Calcutta 15th March, 1928. 


Rs. 1100-0-0 

Three months after sight pay to Rama & Co 

reeeitT 


To Messrs, Suresh & Go. 
Allahabad. 


Simon & Co. 


_ This a .specimen of a bill drat^•n by ^lessr 
Simon & Co., technically called the drawer and i' 
favour of Messrs Rama & Co., called the payee ' 

threJmotltr be mad 

this bill iinlAoa n L lawee, is not liable oi 

to bill unless he accepts the same. This he does R 

vvntmg over the bill the word ‘Accer^fA?' .b‘ 

balowit. ThebiHi. 

payment, 111 it b^^^Ves dt 


Demand. Tlie latter means immediately on presentincr 
■while the Srmer means so many days or months after 
the date on which it is written. At Sight or On Present- 

meni on Demand . ' 

Dags of (?»•«<!« —Really speaking payment must be 
made on the date thus calculated, but according to 
the law it does not become due on that date, but 
three days of grace are allowed and so it becomes due 
oil the third day after such a date. This rule does not 
apply to instruments payable on demand. 

An Inland Bill oj Exchange is one which is drawn 
in British India on a person resident of British India 
or made payable in British India. Every other bill 

is B.. Foreign 3iM,' 'r 

A This is a foreign bill to which 

are attached the docimients of title i. e. a Bill of 
Lading, Insuranee Policy etc. and are to be surrendered 
either on acceptance or on payment of this bill as per 
instructions given in the bill. 

An Accomodation Bilk— It is a bill without any 
consideration and is issued to raise money by discoun- 
ting the same. Suppose we want to help Mr. A then 
we will ask him. to draw a bill on us which when 
accepted by us will be discounted by him and he will 
send us money to meet it at maturity and he can till 
then use the proceeds. Such bills are also called ^Kites\ 
^}Vindmills\ or Fictitious Bills. 

A Promissorg Note — It is an instrument in writing 
containing an unconditional undertaking signed by 



the maker to pay a certain sum of money c«lv to 

,to the order of, a certain person, or to tlie bearer S 
the instrument. “ 


Example of a Promissory Note. 


Stamp 
Annas 9. 


Lucknow, 25tli March, 1928. 


Ks. 500-0-0 

» One month after ditp T 

James Wilson. 


isttfwe?rraarT“‘' ‘v, 

for accounting pu,p„s ,3 j, 'to” “e", Bir' 

”»,S'Tco-“‘7 ^ 

aco.pt.nce in the .... .f . M of 
Exchange ana Pro7e»7L , ‘’7 “ '™‘5' 

aemand and it WerSth fh “ 

St«np;E„ty8dr.dnI.VenofLTeT‘a“ *''' 


Stamp Duly oa Bills of Exchange and Promissory Notes® 

Bills payable on demand are exemped from stamp duty. 

Where payable otherwise than on demaml hut not more than one year iiffe) date or slqht. 



■% 



r 





-IIS, 

When a bill is to be due after a certain period/ 
it is at the option of the holder of the biir either to 
ieep it with him till the date of maturity or to get 
it discounted. ,In the case of a bearer bill this is 
done by simple deliyery, but in the case of an 
order one, it needs both .endorsement and delivery. 
Enclorseinent is effected by holder’s simply signing 
generally on the back' of the bill or in addition by 
making it payable to some other party. If this is 
done the party to whom the ownership is transferred 
becomes the holder. After its matarity it is presented 
for payment and if it is paid for, the bill is said 
to be honoured^ met^ rettmudy taken tff or lijed. The 
person, who is to pay for it may with the consent 
off the holder, generally before the date, get it cancelled 
and a new one of increased amount given to the holder. 
The increase in the amount is due to interest for 
tlie additional period. This action is known as 
Reviewing a Bilh 


Sometimes a biU at the maturity is not honoured 
then it is said to be dishomured. The same thing 
happens if the drawee refuses to accept the bill In 
case of dishonour either for non-'acceptance or for 
non-payment the holder has to give proper notice 
to the previous parties to hold them liable. Besides 
he has to get it presented to the party through a 
notary public who will note the party’s reply on 
a slip attached to the bill. This is known as Noting 
u hill. In the case of a foreign bill a formal declaration 
by the notary pubHc is required and it is called a 
protest^ this action bemg known as proteMmg a bill. 
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1 


For all this work, charges are to be paid, and they are 
known as h oUng Charges and are recoverable from the 

acceptor or tlie previous party from whom the bill 
was got. ’ 

In Book-keeping, Bills of exchange and Promissory 
Notes are both called Bills; and a bill on which we are 
to receive money is called a Bill Receivable (B/E.) 
and a bill for which we are to pay is known as a 

Bill PmfaMe (B/P), 

The following are very general hints and will help 
a beginner to distinguish between a B.R. and a B.P. 

(1) The bill which one accepts is to him a B.P. and 
to the other party a B.E,. 

(2) 1 he bill that comes in is a B.R, and the one 
that goes out a B.P. 

{3j The bill drawn is to the drawer a B.R. and 
to the other party on whom it is drawn aB.P. 

In the books of a drawer a P.N. is B.P. and a bill 
of exchange a B.R. Every bill is both a B.R. and a 
B.P. In the books of a holder entitled to get payment 
it is a B.R. but the same bill is a B.P. to the party on 
whom it is drawn. Every business firm therefore 
keeps two accounts as B.R. account and B.P. account 
the first is an asset while the other is a liability. 

Entries relating Bills Receivable. 

When a E.R is received the entry will be- 

(Supposing A gives a B.R. of Rs. 100 to us). 

B.R. m. Rs, ICO 

Rs. 100. 


m 


To A^(Giver) 
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Alter it is received it will be dealt with in one oJ 
the following ways and the entries will be 

(1) In case we discount it for Es. 95 with B foj 

.oasli. - ■ 

Sundries : — 

Dr. Rg. 95 

Discount j)|.^ g 

Rs. 100. 

In the books of B who has taken the bill. 

Dr. Rs. 100 

gg; 

To Discount 5 

(2) In case we retain it npto the time of maturity and 
it IS paid by A on the due date. 

Dr. Rs. 100 

To B.R. jQQ 

(3) 111 ease it is given to our creditor 0. in satisfaction 
of our debit. 

0. (creditor) Rr. 100 

lo B.R. Rs. 100 

But if 0. takes it for less value say Rs. 95 then the 
entry will be. 


Discount 


it is seat to the bank for collection 
, Dr. Rs. 100 

To Bja. 


Rs. 100 
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This iiiem mxist be taken into account while 
preparing the Bank Eeconciliation Statement in case 
the bill is pending at the time of closing. 

As lias already been explained three courses are 

possible if we retain the bill : — 

(1) It may be paid on the due date. 

(2) It may be renewed before or on the due date;' 

(3) It may be dishonoured. 

(1) PmjmmP — The entry regarding the payment is 

Cash Dr. Es. 100 

To B.E. Es. lOQ 

(2) EenetraL 

In this case three entries will be necessary. 

(a) A (Giver) Dr. Es. 100 

To B.E. Es. 100 

By this entry the old bill is returned. 

(&) A (Giver) Dr, ■ ■ Es. 2 ■ ^ 

To interest Es. 2 

The interest charged is for the additional period 
to run before the payment can be secured. 

(c) B.E. Dr. Es. 102 

To A (Giver) Es. 102 

This entry is for giving a fresh bilBfor the amount 
now due Es. 100 for the original bill and Es. 2 for 
interest. 



Sometimes the additional ainoimt fo^- interest i 

,]jaid separately then the amonrit will he credited t 
tlie party and so the fresh bill given will lie for th! 

amount of die original bill; if not, a bill for tin 
increased aaiount is giyeii. 

(3) imornur-.-li the bill is retained and i 
dishonoured the entry will be 

A (Giver) Dr. Es. 100 

Es. lOU 

Generally a dishonoured bill is noted and in the 
case of a foreign bill it is protested also. The fee 
and expenses ai-e known as noti„(j ehmyes. ‘iVlieii they 
are paid they are written in the Casli Book as ‘By 
Koting Charges ’ and a journal entry is made as under 
to charge the party concerned for this additional 


iNonng Uiiarges. 

The noting charges account will be 
will be a debit and credit for tiie sain 
the debit of the party’s account will be 

Noting Charges A/c. 

To Cash ... I 

_In case a bill already given to 
dishonoured on receipt of this inf ormati. 

entry will be passed:— 

y Acceptor ^ Dr. 

To Creditor 
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There are sonie who debit that person who 
tis the bill instead of tlie acceptor. 

If the bill is already discounted or sent to the 
banker for collection aiicl is afterwards Viisliononred 
the acceptor will be debited and the bank’s account 
credited. In case the bank has incurred expenses for 
noting' the ainoiirit for which tlie entry is passed 
inclndes tliis amount in addition to the amount of the 
..dislionoiired bilL 


Entries relaliiig to Bills Payable. 


l^'heii a Bill Payable i,e. P. N, is given to a party 
01 a bill is accepted by iis we shall pass the following 
entry :--~(sapposii]g we accept B’s hill for Es. 200/-). , 


I>r. Es. 200 

To.B.P. r,.200 

ihere are oiilp three waj^s in which a B. P. can be 
disposed of:— , ' 

(1) Payment:— If it is paid on the due date the entry 
will' be; — . 


P. Dr. Es. 200 

To Cash Es. 200 

Sometimes a B.P. is paid for by the acceptor before 
the due date, then lie will not pay the full value, but 
he will deduct the interest of the unexpired period; the 
allowance ^ of interest upon such payments is termed 
Rebate and the entry in this case will be : — 

B.P, Dr. Es. 200 

To Cash ^ ■ Rs. 195 

j, Discount - 5 


4 



: this case , tk^ discount of Rs/ 5 incliides the 

rebate. /, Suppose out--, of .-this Rs.- -5 ' a .|iortio,ii, that 
* can be earned ■ -upto ■ the ■ closing date is Es» 3 'then ' 
Rs. 2' .will be. car-ried over to the next 'year's" account 
and' will be shown on the liability side of the. Balance 
Sheet as Rebate .on bills discounted. The discount' 
account in this ease will appear thus : — 

Discount account 


To p. & L. A/c 3 0 0 
To Balance. 2 0 0 


By B. P. 


By Balance. 


This operation is very common in banks which buy 
bills before their maturity. If it takes full amount of 
discount to the P, & L. account the profit of that period 
will not be correct and it is for this reason that the 
income is apportioned between the two periods. 

(2) Renewal: — In this case three entries will have to 
be passed : — 

(a) B. P. Dr. 

To B. (creditor) 

For cancelling the old B. P. 

(b) Interest account Dr. 

To B. (Creditor) 

For the Interest allowed. 

' Xc) B. (creditor) Dr. 


Es. 200 


Es. 200 


Es. 4 


Es. 4 


: SoinefciBies the amount of interest is paid in, cash 
then. the Imoiiiit, for' which a fresh ' bill, is . accepted is 
nnly for^the original amount of the bill 


(3) 


Dishoeoar: — If we fail to honour our ; P, the 
entries will be : — 


B.R , .Dr. 

To B. (creditor) 

Noting Charges ■ Dr. 
To B. (creditor) 


Es.200 

Es. 200 

Es. 2-~8 

Es. 2-8 


If B spends for noting charges the amount is to be 
paid by us and so we will have to give him credit for 
the same by the above entiy. 


In the ledger there ai-e both B.E. and B.P. accounts. 
As a B.E. comes first and then goes out, that account 
will always show a debit balance and is shown as an, 
asset in the Balance Sheet while a B. P, is first given 
and then comes back to us when it is paid for, this 
account will always show a credit balance and is shown 
as a liability in the Balance Sheet. 


B« R. and B. P. Books. 


As transactions relating to bills are numerous it is 
very convenient to maintain the two books rather 
than pass the entries through the JouiTial 

In the B. R, Book are entered the bills received by 
us with the necessary particulars and the amount of 
each bill is thence posted to the credit of the person 
who gave us the same. At the end’’ of a fixed period 
the total of this book is posted'^o the debit side of the 


f 
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B, E. account. In the column ^ How, disposed .off’ is 
written against each bill as to how it is .dealt, %itli,, and 
iFnothing is wiitten against anj" billy it nieaiis that 
it is pending. ^ 

In the B. i\ Book are recorded all In’lls we accept 
or promissoiy notes we give. The ariioniit of eaeli bill 
is thence posted to the debit of the party to whom 
we give the bill and at the end of the fixed period the 
total of this book is credited to the B. P. account. 
In the ^How disposed off’ column is recorded the way 
in which it is disposed off, and if notliing* is written it 
means it is pending. 

Exmnpie , — Enter the following transactions in the 
B. P. and B. E. books and prepare B. H. and B. P. 
accounts in the ledger upto the end of Fe]>., 1928. 

Jan. 15. Eeceived a B/R from John Bros for Rs. 512 
of the same date due 1 month after date. 
Jan. 27. Accepted. Janie’s draft on us for Es. 125 
1 mjd drawn on 18-1 -’28. 

Peb. 18. John Bros, got their acceptance renewed by 
a fresh bill for Rs. 535 i!)cluding interest 
payable 1 m/d. 

21. Our acceptance given to James washonDured 
by our bank. 

Drew a bill on Sitla Prashad for Rs. 825 due 
3 m/d who accepted the same on that date, 
25. Discounted the above bill with the Oentral 

draft dated 20th Peb., on 


Bills Receivable Book 




Bills Receivable Account. 


1028 
Jan 15 

To Jolin Bros. 


512 

1 1928 
Feb 15 

By J olm Bros. 


1 

. 

512 

Pel) 18 

»» n 


535 

18 

„ Sundries. 


825 

„ 25 

To Sitla Pd.' 


825 

„ 26 

„ Balance.. 

c/d 

535 




1,872 




l,87i" 

Mar. 1 

To Balance. 

b/d 

535 





-- 

Bilk Payable Account, 


192S 
Feb 21 

To Bank 

■ 

■ 

125 

1928 
Jan. 27 

iiy James. 


I 125 

„ 28 

„ Balance 

c/d 

250 

Feb.26 

Rarnji . 


250 




375 




875 





Mar. 1 

By Balance, 

c/d 

250 


It win be seen that the balances of both the Bills 
Receivable and Bills Payable accounts agree with the 
BiUs Receivable and Bills Payable boot balances 
respectively. 




needing adjustments 
) the ne^ 

(1) The balances of N. Natior 
1929 were as follows 

Liabilities. ■ , ' ' 

W. Webb . ' 


-o. iDrowii 
G. Grey 


iur amount owing 
less 2|- percent. 

4 Paid Brown’s cheque into bank 
4 Sold goods to S. Sanderson 

4 Bought goods for cheque 

5 Paid cheque for quarter’s rent 

due at S 5 per annum. 

« -Sold goods to T. Piper * • •• 

6 Sold goods t^o B. Brown 



Jan. 7 Bought from W. Webb ^ 42 10 0 

' ,5 10 Paid Gas account in cash 2 7 6 

„ 10 Bought goods of J. Jackson 34 0 0 

„ 10 Beceived cheque from G. Grey 10 0 0 

„ 10 Paid Grey’s cheque into bank 

„ 12 Sold goods for cash 84 5 6 

„ 14 Beceived cash from P. Piper 

for goods sold on 6 th January 
and supplied him with a similar 
quantity of the same value 
„ 14 Paid cash into Bank 25 0 0 

„ 15 Beceived goods from K. Kelley 7 5 0 

^ „ 15 Paid sundry expenses in cash 15 6 

Estimating the value of goods unsold on January 
loth at £ 175, make out a Profit and Loss Account 
and a Balance Sheet after recording the above transac- 
tions in the proper books. 

(2) On 1st January, 1912 Henry Hart had Cash in 
office, £ 120; Cash at Bank, £ 425 12s. 6d; Goods on 
hand £ 550 10s. Debtors; A. Allen, 210 15s. 6d- 
B. Best, £ 360 4s. 6d; 0. Crane £ 120 7s. 6d; D. Dare’ 
X 175 10s. Creditors: E. Elay, £ 130 6s. 8d. E Pish’ 
X 280 13s. 4d. ' ’ 

Find and credit his capital. Enter the transactions 
pven below m suitable books, post them into the 
Ledger draw out a Trial Balance, balance the accounts, 
and make out ^ Profit and Loss Account and a Balance 


; . , t ; , ‘ )Sheet, 

! ■ i ' . 


( 131 J 


1912 






Jan. 

1 

Gharge A. Allen interest) on liis 






overdue account 

£ 1 

1 

8 

» 

2 

Piirclmsed goods with cheque 

215 

7 

6 


2 

Eeceived cheque in full dis- 






charge of D. Dare's Account 

153 

11 

3 

11 


Wrote off his balance as Bad 






■Debt, 




?5 

3 

Eeceived cheque from A. Allen 

211 

17 

2 

r 

4 

A. xlllen bought Groods of me 

180 

12 

6 

M 

4 

Paid charges for him from 






office Cash 

1 

7 

6 

11 

5 

Eeceived cheque from A. Allen 

82 

6 • 

0 

11 

6 

Sales to A. Allen 

57 

3 

4 

11 


Paid Wages from office cash 

4 

10 

0 

11 

8 

B. Best sent his cheque 

351 

0 

0 

5 * ■ 


Allowed him discount 

9 

4 

6 

11 

9 

Sold goods to B. Best 

250 10 

0 

11 


Paid Eent with cheque 

20 

0 

0 

11 

10 

Purchased from 0. Crane 

25 

10 

r» 

Kf 

11 

11 

Eeceived cheque from C, Crane 

90 

10' 

0 

11 


Discount allowed to him 

4 

7 

0 

11 

12 

C. Crane bought goods 

no 

8. 

4 

11 

13 

Paid Eates with office Cash 

6 

3 

4 

11 


Eeceived a cheque for goods 

150 

6 

8 

11 

15 

Eeceived cash for Bad^Deht 

16 

5 

0 

;? 

16 

Posted a cheque to E, Elay 

127 10 

0 


» 



Discount allowed to us 

17 Bought goods of E. E!ay 
Drew cheque for self 

18 Drew a cheque for E. Ela^^ 

19 E. Elay sold me goods 

20 Paid wages with office cash 

22 P. Pisli bouglit goods 

23 Posted a cheque to F. Fish 
Discount allowed zo us 

24 Purchases from F. Fish 

25 Bought Goods from K. King 

26 Sent K. King a cheque for 
half the cost of the above goods 

27 L. Lane bought goods of me 
29 Sent Cash to bank 

31 Bitei'est on Capital 
Goods on hand 


(3) Record the following transactions in the cash 
and other books and prepare accounts. The assets and 
liabilities of a trader on July, 1926 were: Cash 
Ks. 8,500, Goods Rs. 15,700, Bills Receivable Ife. 9,500, 
Bills Payable Ife* 6 , 000 , due by Mr. W. Jones lls. 4,300, 
due by Mr. H. Smith Rs. 3,500, due to Mr. S. Hill 
Rs.' 2,500, and due to Mr. W. Gross i^s. 3,000. The net 
capital at starting was Rs. 30,000, 

4th July, sold goo# for cash Rs: 2,500, 

a''\;7th July, dis€qwted;bflls receivable for Rs. 5,000 
,^aii^.reoe#ed cash,,^q]|^tho Rs^ 4,800, ; 
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9tl) July, paid salaries Rs. 300, and other eliarges 

lOtli July, bought goods on credit from Mr. S T-Till 
Ifc. 4,0(f0 and accepted bis draft for the amount. ' 

16tli July, bills payable for Is. 500 paid. 

20th July, received Rs. 2,950 from Mr. W. Jones 

and allowed him a discount of Rs. 150. 

25th July, sold goods on credit to Mr. H. Munro 

foi Rs. 4,500 and dx'ew on him for the amouiit. 

25th July, paid sundry charges Rs. 23. 

2ncl August, paid rent Rs. 250, salaries Rs. 300, and 
other charges Rs. 150. 

7th August, paid Mr. W. Gross Rs. 2,900 and was 
allowed a discount of Rs. 100. 

15th August, Mr. W. Jones became bankrupt and 
paid a dividend of 12 annas in the rupee. 

16th August, took Rs. 300 for private expenses. 

22nd August, sold goods to Mr. H. Smith on credit 
for Rs. 10,500. 

24th August, received Mr. H. Smith Rs. 5,850 and 
allowed him a discount of Rs. 150. 

27th August, the acceptance to Mr. S. Hill for 
Rs. 4,000 honoured today. • 

31st August, allow interest on capital at 6% per 
annum. Allow Rs. 50 interest to Mr. S. Hill on balance 
of his account and charge Mr. H, Smith Rs. 35 interest. 
Stock on hand Rs. 8,720. 
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. K following transaction? in the 

T.B., close accounts, and 


il, 1 . T!ie cashier had in hand ijs. 

- 2, Paid into Bank 

, 3. Bought from Prince & Co.. 

500 yds. of cloth. 

4. Eeceived from Gopal Das 
320 yds. of Cloth 
4. Reed, from Bank 

4. Paid Gopal Das 

5. Sold Waehaspati 120 vd.s. of 

cloth 

6. Reed, from W^achaspati 

6. Bought from Gopal Da.s clotli 

8. Paid Fire Insurance Premium 

by cheque 

9. Forwarded Waehaspati cloth 

10. Bought for cash, cloth 

11. Paid into Bank 

11. Reed, from Damodar Das 

Cheque 

12, Bought from Waehaspati 300 yds 

eloth 

14. Sent Damodar Das goods 

15. Sold goods for cash 

16. Bought from Gopal Das goods 

19- Sought from Jainti Pd. goods s 

23. Paid Rateg by cheque 

26. Cash sales • . 


2000 0 0 
1500 0 0 

195 0 0 

40 0 0 
40 0 0 


30 4 ( 
10 0 ( 
217 11 ( 

4 10 0 
59 6 0 
12 10 0 
20 0 0 

10 0 0 

66 0 0 
54 0 0 
14 10 6 
20 0 0 
215 0 0 
6 5 0 
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April 30. , Paid into Bank Rb. 350 0 0 

,, 30, Paid salary in cash 35 0 ^ 

Value of Groods unsold 399 10 0 

(5) "Write tire following transactions in tke proper 
books, post them, close the ledger and present f 

a Balance Sheet and Trading and Profit and Loss ' , 

accounts. I* 

January 1st 1925, Gash on hand Rs. 1,750; Cash in 
bank Rs. 6,200; Goods on hand Rs. 9,500; Premises 
valued at Ite. 12,000; Furniture valued at Rs. 750; 

Due to Sams & Co. Rs. 7,800; Due by Tata & Co.’ 

Rs. 2,700; Due by Siva & Co. Rs. 2,600; Due bv 
Murti & Co. Rs. 7,500. • 



Jan. 10. Bought goods of Murti & Co, Rs. 3,500. 

„ 15. Drew on Murti & Co. @l M,D. for Rs. 4,000. 

„ 20. Sold goods to Siva & Co. Rs. 5,600. 

„ 25. Drew on Siva & Co. @ 30 D/D. in favour of 
Sams & Co. Rs. 7,000. 

„ 30. Paid salai-ies and charges in cash Rs. 50; and 
by cheque Rs, 200. 

Feb. 5. Bought goods of Rath & Co. Rs. 5,700. 

„ 9. Accepted Rath & Co. draft @ 1 M/D. 

„ 15 Sold goods receiving a cheque in payment 
Rs. 1,500. 

„ 18, Murti & Go’s, acceptance paid at Bank 
Rs. 4,000, 

„ 25. Bought goods giving cheque Rs. 250; Paid for 
repairs to premises by cheque Rs. 500. 

Mar, 5. Sold goods to Marti & Co. on credit Rs. 6,700. 


Aar. 10. Eeceiyed from Murti & Co. a c>.eq«e for 
Rs’ avowed tliem a discount of 

„ 12 . Our acceptance to Eath & Co. paid at hank. 

” * Co. on credit 

„ 17. Paid Siva & Co. cash ffe. 3,750 and was 
allowed a discount of :Rs. 200. 
n 22. Sold goods to Bath & Co. on credit Ife. 3 500 

o- c 1 @ ^ R*- 2,500. 

,, -0. ..ot goods to Murti & Co. on credit Rs. 4,500 

fe. 2,000 ® C>/D. ’for 

,, 30. Paid salaries and charges cash Rs. 250. 

; 31. Allow depreciation on premises Rs. 120 and 

on furniture Rs. 30. Allow interes’t on 
capital ^ @ 4% per annnm. Value goods 
on hand @ Rs. 4^000. 

prooMds irtf 'i wl-'iepaystha 

Seeufe Ml „ ^ ’'"“B’o to 

Ze ta?B .r "^1 '‘f ®' " the 

ime J3. draws a fresh 3 m/d. bill on A fnr +Ra 
S for rronth?'^ ylien accepting the Bill A hands B 
Tht reolrP O- the amount of the bffl. 

inis second duly met at maturity. ' ■ 

dhat BZild (^th dates and narration) 

;■ haye -Biimake th record these transactiom. 


;o'i it; 
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(7) AAot the temporary accommodation of him- 
self etkI Ids frieiul B. draws a bill on the latter for 
Es. 2,000. On receiTing it duly accepted by B, A dis-" 
counts the same with his hankers and receives Rs. 1,980. 
One-tliird of this amount is remitted to B. On the due 
date, A rmnits tlie baiaiiee to B. to enable the latter 
to meet the bill B hononrs the Bill by pa 3 nnent. 

Draft entries in the books of A and B respectively 
to record the above and open accounts. 


(8) A sold goods of £ 2,000 to B taking a bill 
due three months thereof dated 1st July, 1920. On 4th 
August, A discounted the bill at 5 per cent, per annum 
with bankers. 



At maturity, the bill was returned bj' bankers 
dishonoured with £ 5 expenses. B. Paid £ 500 and the 
expenses, and ga ve another bill at 3 months for £ 1,500 
and 6 per cent interest, but before maturity^, he had 
become ba.nknipt, and ultimatelj^ paid his creditors 
12s. in the £. 

Make the entries in A^s books, recording the above 
transactions. 


(9) Jones for the mutual and temporary accom- 
modation of liiinself and Brown, draws upon the latter 
a B/E. at 3 m/d. for £ 500 dated 1st January, 1926. 
Jones discounts the bill immediately at his bankem, the 
rate of discounts being 5 per cent and sends half the 
proceeds to Brown. Brown, for a similar purpose, and 
at the same time, drawls a bill at^ 3 m/d on Jones for 
£ 500. This he discounts at his bankers at 5 per cent 



o its. _liTOwn beeoHies 
Hi a first and a final 
'H ins estate on SOtli 
■ount in Jones’ books 
alfof the charge for 
e to Brown and onn 


Assume in ea 
discounting t 
half to Jones. 


Journalize the follow; 

I sold goods to H. E 
and receiyed his acc 
that amount. 

I discoTOted the acce 

foirlBg94. 


June 8tli -jEicliardsons’s acceptance was returned dis- 
honoured. Noting charges paid by my^ 
bankers 5s. Gd. 

,, 10th I agree with Richardson to renew the 
acceptance for ft 710-5-6. 

(b) Write entries in the Bill Book also. 

(12) For the mutual accommodation of P & Q, P 
draws a bill on Q for Rs. 1500. Q accepts the bill and 
returns it to P. P discounts the same with his bankers 
and receives Rs. 1464. The proceeds are shared 
between P and Q in proportion to 2:3 respectively. 
On the due date P remits his share to Q who meets 
the bill. , 

Pass journal enties in the books of P & Q to record 
the above transactions. 


(13) (a) Jonrnalise the undermentioned tran- 

sactions of Modi & Co. ]30st the joxirnal into the ledger 
and make out a Trial Balance, and prepare Trading 
and Profit and Loss accounts and the Balance Sheet. 


1928. 

Jan. 


1 


Cash on hand 

E,s. 

2220 

Cash in bank 

3,690 

Groods on hand 

6,890 

Bills Receivable 

4,900 

Bills Payable 

1,850 

Due by Messrs. Cooper & Co. 

3,500 

Due to Messrs. Brahma^& Co. 

2,560 

Bills Receivable paid at bank 

4,900 


5? 


6 



7 Sold goods to Messi-s. Smith & ( 
and drew on them lor the a: 
at 2 m/d 

11 Accepted Messrs, llialmiu & C 
draft at 3 m/d for 

1 8 Bougli t goods from Me 
&Co. 

22 Paid Messrs. Nabar & Oo, 

10 Messrs. Smith & Co 
discounted at bank 
credited to account 

11 Bills payable paid at baid 

20 Sold goods to Messr 

22 Cheque drawn for ' 

23 Paid Messrs. Mabar & C 

settlement of 


2,000 

ssrs. Mabar 

3,500 

a cheque for 2,700 
’s. acceptance 
and the proceeds 

2,480 
1,850 

•s Smith & Go. 3,600 

private expenses 600 
'o., in final 

. accounts a elieque 750 
10 Messrs. Smith & Co’s acceptance 

duly honoured at bank. 9 50.) 

14 Received from Messrs. Smith & Co. 

a cheque for 2 800 

20 Accepted a composition of twelve 
annas in the rupee from Messrs 
Smith & Co. on the amount due. 

-7 Bent, salaries and other charges 

during the quarter paid 1 qco 

29 Cash sales paid into bank 5200 

31 Charge Messrs. Cooper & Co. interest 

at 6 per cent per annum; Allow 
mteresfoon capital at 6 per cent. 

Goods, on hand o xno 
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,, ’’Joiirualise the undsmentioned traesaetioiis 

oi Messrs Jog and Co., post the Jotmial into the Led<.er 
and make out tlie Tradino- Pmfif t . 

and the Balance Sheet “*• 


Cash on hand 

Casli in bank 

Goods on Jiaiid 

House valued at 

B. B. on hand 

Due by Messi-s Jones & Co. 

Due to Messrs Mehta & Co. 

Bills payable 

Sold goods on credit to Messrs 
Jones & Co. 

Bills receivable honoured at bank 
Drew on Messi-s Jones & Co. 1 m/d 
Bdls receivable discounted at bank 
the hanker charging a discount of 
Bs. 200, and crediting the proceeds 
Paid Messrs. Mehta & Co. a cheque 
They allowed a discount of 
Messrs. Jones & Go’s acceptance 
honoixred at hank 
Bills payable paid at bank 
Sold goods receiving in payment a 
cheque for 

Paid the cheque to the credit of 
account at bank. ■* 

Paid for rjppairs to house 


Bs. 

1500 

12.500 

65.000 
S , 75, 000 

27.000 

16.000 

15.500 

24.000 

80.000 
12,000 
30,000 


14,800 


80,000 

24.000 

18.000 
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Sepi 21' ■ Bought goods 'of Mess.rs.. Patel v,- 

, i% Colfor' 16,000 

' Aecep.ted tlieir .draft @ 1 M. D, ■ . 10,000. 

5 , ■■ 23 ■ Gollected house rent .and paid it 

.. into bank ' 1,500 

„ , 25 Accepted a . composition of 14 amias 

in the rupee from Messrs. Jones & , ■ 

Co. and paid it into bank. 

' 28 ■■ Casli paid for office expenses 200 

Paid salaries. etc., by cheque , ^ , ' 600' 

, „ 30, Allow interest on Messrs. Melita 

& Go^s; account 150 

Allow interest on capital at 4 per cent 
Depreciation of Houses 1,750 

Value of goods on hand 45,500 


(15) Enter the following transactions in the pro- 
per subsidiary books. Post them in tlie ledger, prepare 
Trading and Profit and Loss accounts and the Balance 
Sheet. 

Januaiy 1st. Casli on hand Rs. 9,800; Cash in Bank 
Rs. 15,400; Goods on hand Bs. 700; Due by Williams 
&. Go, Rs. 5,200; Due by Jones and Brothers Rs. 4,500; 
Due to Kay & Go, Rs. 6,700; Due to Raja & Go. 
Rs. 6,900; 

Jan. 10. Bought goods for a cheque Rs. 8000; 

„ 20, Sold goods to Wilson & Oo. Rs. 6,000- 

and drew on them for the amount @ 30 D. D. 

Jai).21, Wilson k Go. returned goods worth 
Rs. 500. 


Feb. , 8. Enclorsed to Kay & Co., Wilson & Go’s 

acceptance Rs., 6,000 , , ■ 

Feb. 18. Received from Jones ^ & Brothers a 
cheque for Rs. 8,300 and allowed them a discount of 
Es. 200; 

Feb. 20. Bought goods from Raja k Co. Rs. 5000. 

„ 22. Returned to Ra.ja & Co. g’oods of 

Es. 320. 

Mar, 3. Paid Raja & Co. by cheque Es. 6,900; 

„ li. Paid salaries by cheque Es. 875 and 
wages from cash Es. 300; 

Mar. 28. Paid rent for January and February 
Es. 400; .Eent for March yet due Es, 200; ’ 

Mar. 30. William & Co. became insolvent and 
paid into our bank dividend of annas 12 in the rupee; 

Mar. 3,1. Allow interest on capital @ 4 per cent, 
Value goods on hand and at Es. 10,000. Eeserve 5 per 
cent on Debtors and Es. 850 for legal expenses, 


CHAPTER VI. 

Adjisstoeuls 

The preparation '.of. Trading account, Profit and 
Loss account and Balance Slieet presented verj little 
ditliciilty in the case of the examples worked out in tire 
third cha])ter as there were no ad.Jiistiii.ents except the 
inclusion of the closing Stock. In actual business life 
one rarely meets with such a simple case, and so at the 
time of closing tlie following important matters are 
to he taken into consideration and due adjustments 
made before preparing Trading, and Profit and Loss 
accounts, and a Balance Sheet. In all these cases 
however the period under consideration must be 
carefully borne in mind, or else if the period is only of 
six months and adjustments are made for a year the 
result will be quite wrong. 

I. Closing Stock- 

11. Interest on Capital and Drawfings. 

IIL Depreciation- 

IV. Bad and Doubtful Debts. 

V. Discount. 

VI. Apportionment of expenses. 

Vn. Outstanding liabilities- 
VIII. Accrued income- 


:Som.e%ies ■ items; g a Trial Balance are 

mixed ,n.p and not given separately as Dr. aiid'Cr. items. 
Ill sncli a case the first thing is to sort out the items isi 
two sections Dr. and Or. and to see that the total 
of each. Side is the same. In some cases ^Gapital 
account’ is not given and the difference is to be adjusted 
by iiitrodiiciiig that account. While sorbing out the 
items it will be of great help to remember the 
following rules: — , 

(a) Debit balances are either assets or losses. 

(b) Credit balances are either liabilities or gains. 

If with, all this the difference cannot be made up 
it should be adjusted, by iatroducing a temporary 
account called a suspense account. ^ 

L Closing Stock — This shows the amount of goods 
on hand and the figure is got by actually preparing 
the list of goods on hand and pricing them. The price 
at which they are valued is the cost price or the market 
jyriee ivhichever is lower. The principle to be borne in 
mind is that the value of the Stock should never be 
more than the actual cost of the goods. 

The journal entry will be: — 

Closing Stock account Dr. 

To Trading account. 

The amount of the closing stock will appear in the 
Balance Sheet as xisset. 

IL . Iiiteresl: oe Capital and Drawings — It is the 
practice in some firms to allow interest on capital and 
to charge interest on drawings during the period 


coA^e red. Tliis will help ; fiims to knov^ the real 
profit or loss, because if the aeioirot of interest is not' 
charged, tiie idea- of ■■ the . 'real ' resrilt .of ; tlie 'biisiiiess 
w-orkiiig will not be got. ' Ihie entries : wilk be . . 

(a) For allowing interest on capital, 

■■ Interest account Dr. ' 

To Capital account. 

(^') For cliarging interest on drawings: — 

Drawings account Dr. 

To Interest account 

The interest account Avill be carried over to the 
Profit and Loss account. 

Hf. Depreciation: — It is the gradua,! shrinkage 
in tlie value of an assetaini is ehiell}^ due to 
the wear and tear, and ol;)soleseen(n,} in the case 
of rnachineiy or expiration of time in the case of lease, 
or patent, and a fall in market price in the case of 
investments. As a portion of the shrinkage or decline 
in value occurs in every period, it is essential to charge 
depreciation to the working of that period. Grenerally 
a certain percentage of the amount of tlie asset or some 
amount given is cliarged to this account. The entry 
in such a case will be: — 

Depreciation account Dr. 

To Asset account: — 

(Machinery, Building etc.) 

^^The amount of depreciation will be a charge 
against the Profit atid Loss account and the same 
amount will be deducted from the asset. 


!¥. Bad and Doubtful Debts—Debts are consi- 
dered baa -wlieii tliero is' no hope of recoYering them 
wliicli is nsoally due to debtors becoming insolvent, 
or the debt' becoming time-barred by.d'i'® Limitation 
Act or by the debtor’s absconding. Such a debt must 
not appear as an asset and hence it is written off to 
Bad Debts account and ultimately to Profit and Loss 
accouiiL Suppose Eama is a debtor for Rs. 100 and 
be has become insolvent and only annas twelve in a 
rupee are received from him the entry will be : — 

Sundries 

Cash. Dr. Rs. ' 75. 

Bad debts Dr. 25. 

To Rama Rs. 100 "" 

A]id then at the time of closing the books: — 

P. & L. aecouiit Dr. Rs. 25. 

To Bad debts Rs. 25, 

The effect of the first entxy will be to credit the 
debtor’s account for the sum due (amount received 
plus bad debts) and so his account will be squared. 

By the second entry the balance of the actual bad 
debts is transferred to Profit and Loss aecoimt. 

If by chance the whole or part of the money 
written off as bad debts is lateron recovered the 
amount must not be credited to the debtor’s account 
but to ‘Bad Debts Recovered account’ as his account 
has already been squared by transferring the amount to 
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Bad Debts accoimt. Tlie amount of bad d«bts when 
i¥3ceived will be treated as under; 

Dr. Rs. 25 

To Bad Debts Recovered A/c Rs. 25. 

Bad Debts Recovered A/c Dr. Rs. 25 

To Profit and Loss account Rs 25 

The effect of these entries wnll be to credit the 
same account (P. & L. accoimt) to which tlie amount of 
bad debts was debited. 

The above procedure is for debts whicli have been 
actually declared as bad; but in the cour.se of business 
every year there is generally some account which is 
not recoverable, and .so some soi-t of provision is neces- 
sary for sticli a.u amount. This is done by setting apart 
some amount for Doubtful Debts Reserve or more 
commonly known as ‘Bad Debts Reserve Account’ 
because if this is not done the Balance Sheet will not 
be showing the true state of affairs as far as their 
recovery is concerned. 

The amount to be set aside is calculated either bv 
going over the debtors’ accounts in the ledger and 
forming an estimate of the likely doubtful debte or by 
fixing some percentage. The entry for this is passed in 
one of the two ways:— 

P. & L. Account ^ j)j. 

To Reserve for Bad or Doubtful Debts Account 
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Tlie oilier .method is as follows:— 

Bad debts aecoiint Dr. . , 

To Reserve for Bad or Doubtful Debts. 

and then— 

. P. & L. account Dr. 

To Bad Debts account. 

Ill either case the effect will be the same. In the 
second method the objection is that the amount is not 
an actual bad debt and so it should not he charged to 
that acooiiiit and if comparison be made with other 
years the conclusion will he inaccurate. 

The first method is objected to on the point that if 
we will have to pass suck an entry before the Trial 
Balance is prepared we shall have to open Profit and 
Loss account even before a Trial Balance, 

In some cases there are some actual bad debts 
and besides some reseiwe is required then there are two 
possible methods. 

(r?) Ciiarge the actual bad debts to Profit and 
Loss account and also the amount of the required 
reserve separately as under:— ■ 

P. & L. account ■ Dr- . -. - 

To Bad Debts account 
(For the actual bad debts) 
and 

P, & L. Account Dr. 

To Bad Debts Reserve A/c.^ 

(For the amount of the required reserve.) 
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(b) Transfer the anionnfc of the actual bad debt; 
to the Eeserve for bad and doubtful debts and tlier 
debit the Profit and Loss account with the tota' 
amount of the.reqnired reseiwo as inider: — 

Bad debts Reserve Rr. 

To Bad debts Aio. 

and 

P. & L. account Dr. 

To Bad Debts Reserve A/c. 

For the additional amount required to make un tlie 
iialance of the reserve. 

Additional difficulty is presented vvlien there is an 
existing balance of the Bad Debts Reserve and adjust- 
ments are required to be made. Three cases' are 
possible the balance of existing reserve may be 
(i) less, (ii) more, or (iii) Just the amount ihat is requir- 
ed; in each case the entries will be different. Let us 
take an example. There is a B.vd Debts Reserve 
account amounting to Rs. (550, the actual bad debts 
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and L. A/c; 

Dr. 1 50 

To Bad Debts 

150’ 

(For actual bad debts.) 


(c) P. and L. A/c 

Dr. 600 

To Bad Debts Eeserve 

A/c 600 


(For tlie amount of fclie new I'eserve) 


P. & L. Account 


To Bad Debts 

150 

By Bad Debts Eeserve 

650 

To Bad Debts Eeserve 

i 

o 

o 

1 



f 


The actual charge on this year’s account therefore 
will be Rs. 100 he. [(600 + 150)-650]. 

In this nietliod the entries will be the same no 
matter whether the amount of the new reserve is to 
be more, equal or less than the old one. 

(2) In the second method the actual bad debt is 
to be transferred to the Bad Debts Eeserve account 
and on the debit side is written the required amount of 
reserve as ‘To balance’. At the time of closing the 


books, the difference between the two sides 
transfered to the P. & L. account. 

is to be 

The entries will be: — 


(a) Bad Debts Reserve account Dr. 

150 

To Bad Debts account 

150 

(5) P. and L. account Dr. 

100 

To Bad Debts Eeserve account 

100 


9 


Bad Debts ReserTe 




To Bad Debts ' 

150 

By Balance 

650 

To Balance 

600 

„ P. & L. account 

100 

■ , 1 

750 


750 


i 

i 

1 By Balance ,. 

[ 

600 


It will be seen tliat the same result is g'ot by 
botb. the methods i.e. a charge of l<s. 100 on the P. «& L. 
account. 


In this case tlie debit side is in excess but as 
sometimes happens the credit side is more then the 
entry (b) would be. 

Bad Debts Reserve account Dr. 

To P. & L. account Cr. 

It is veiy important to note that the direction as 
regards the Reserve must be very carefully noted« 
For instance there is a world of difference in sa 3 diig 
^ raise the reserve to Rs. 600 and raise hj 600.' 
In the first case it is meant that the amount required 
is Ks. 600 and in the second that the old reserve should 
be mcreased by Rs. 600. 

The amount of the Bad Debts Reserve is not written 
in the Balance Sheet as a liability but is shown as a 
deduction from the Debtors on the assets side. 


V. :D%oiiiit.— Ifc is : ,ustial: in: Easiness' to' ^ make 
a reserve for discount on debtors as well as oi| 
creditors, bonie aeconntants However are o;f opinion 
that no such reserve should be created and this item 
slioiild be taken into aceoimt in that jDeriod in wliicli 
cash is paid to creditors or received from the debtors, 
lire treatment of this reserve is just the same as in 
tlie case of a Bad Debts Reserve as far as debto:rs are 
co:neerned and just the opposite as far as creditors are 
concerned. The easiest method is to pass the folio win o- 
entries: — . ^ 

O') ^ For Discount Reserve on. Debtors’ balances, 

P. & L, account Dr. 

To Discount Reserve A/c 

(on debtors’ balauees) » 

(u) For Discount Reserve on creditors’ balances, 

Discount Reserve A/c (on creditors’ balances) Dr.’ 

To P. & L. account. 

In each case the reserve will not be shown 
sepaiately in the Balance Sheet but as a deduction 
from the debtors or creditors accounts as the case 
may be. 

TJ;iere is one tiling which is extremely imjiortant 
and wliich is a stumbling block to many. It must be 
borne in mind that while making a reserve for discount 
on debtors’ balances, the amount for calculating 
the discount is not the debtors’ balance but this 
balance less the amount of Bad Debts Reserve. It will 
look so absurd if done otherwise because how can one 
tkink of allowing discount on th^ amount which has 
been already assumed as a bad debt. 
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For instance if the balance of Debtors' account 
.is Rs. t),000 and 21-% is to be reserved lor Bad Deists 
and the same percentage for Discount then the 
reserve^ for discount will bo Rs. 14(1-4-0 and the 

debtors’ figure will be shown in the Balance .Sheet as 
follows ; — 


Debtors 

Less bad debts Res. [2J- 
per cent on Rs.6000] 

I 

Less Discount Reserve; 
^ 2-J- per cent on [Rs, 
6000—150] Rs. 5850. 


“wr 

6,000 b 0 


146 4 0 


VI. Apportionment of expenses-Sometimes 

money is paid in advance for Rent, Rates. Advertising 
Fire Insurance and other items. It is fortids reason that 
If at tlm time of prepanug the P. & L. account and the 
B/S. the period for which the amount is paid in 
advance has not expired it will be wrong to debit the 
1 . & L. account with the whole of the amount and so 

is ®^P®nses is necessary. This 

IS done by charging only the amount covered by 
the period and reserving the balance for the next vea^ 
by debiting Asset Prepaid account and creditino- P & L 

paid for rent for full one year and the B/S for tne year 


% ; , ■■ ■ ■ , , ■ ■ ■ 

i m 

IS. to be prepared on 81st ■December, 1927 tlie eiitr 5 ^ 
will be:* — ■ , 

Eent Prepaid accoxint Dr. 300. 

To P. & L. account 300. 

So the P. & L. account will not be charged for 
Rs. 1200 but less by Es. 300 i. e, Es. 900, because only 
nine months have passed, and in the B/S. on the asset 
side will appear Eent Prepaid Es. 300, (representing 
three months rent.) This will be reyersed next j^ear 
b}^ the following entry. 

P. & L. account Dr. Es. 300. 

To Eent Pre|>aid A/c 300. 

This will have the effect of charging propo.if- 
tionatety the expenses to the periods concerned. There 
are however some expenses incurred and paid one or 
two years in advance. In this case the expenses will 
have to be proportionately charged to the accounts of 
the various years. 

Similarly sometimes income is received before it 
is due in this case an entry just the reverse of the above 
is to be passed. Es. 600 the rent of a building sublet 
is received in advance for on© year ending 31st 
March 1928 and a B/S. is to be prepared on 31st 
December then the entry will be: — 

P. & L. account Dr. 150. 

To Rent received in advance A/c 150. 

(Three months rent received in advance will be 
shown as liability in the B/S. and the entry will be 
reversed next year). 


Vll.-Outstanding Liabilities -A t rhe, time of 
elosuig genevnllj items of exj.enw.s mode ivmaiit 
inipaai. The cluu-es for all s„c), exj, oases must be 
debited to the P. & L. account of jici-iud, and 

due provision is to l,e made tor such i’iabili: ies. 
iisuppose rent is jiaid ]|s. 30b a, (piarm,- if, becomes 
due; the first instalment being paid on 1st Februarv 
then the successive iiLStiibnents will be due on 1st ^fav, 
1st xlippst, and 1st Amvember. When the boohs are 
closed in December, then in the aecomit books rent 
would have been tor 10 montlis only and tlie rent for 
two months must be charged to this period and. it is 
<ioiie bj’' passing' die following' entry; 

^ Rent account Dr. Rs. 240. 

To Laucllord jjg 

:'!Hi December 

(a. o()0/- a quarter). 

l-icnt account Will bo a charge against Profit and 
-JOSS account and the Landlord account will he shown 
as a liahi],ty._ If this is not done the profit figure of 
the period will not be correct as it wiU not iiave i.aken 
the rent of November and December into account. 

IM -m”' ^"‘=o™e-As there are outstanding 

liabihys, there are items of income wliicli are due 

thoiighnot 3 ’et realised e.jr. Interest is due fas on the dav 
of closing) for three mouths® 6% on a loan of Rs. 10000 
given, then the entry will be: — 

Outstanding Debt^)r s account Dr. 150 
To Interest account 
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The effect of tlxis entry will be to take into account 
for ealcuilatm^^^ Ms, 150 wliick 

property beloDgs to the period under re yiew and tlms 
showing tlie correct state of affairs. 

When next je^v the interest is received that 
portion as is dne for the last year is credited to tlie 
oiitstaiiding Debtor’s account and the balance to tlie 
interest account. ■ 

Ail the entries gh^-en for adpistment after the 
Trial Balance are required to be treated on both the 
sides i, e, the double entry of each is to be made e g 
.Eent to be paid for a quarter Es. 400 will have to Iba 
treated thus: — . 

Eent accoLint Dr. 100 

To Landlord 

Es. 400 will be debited to Eent accoiuit and 
credited to tlie Landlord’s account, but Eent account 
Dr. appearing in the Trial Balance will be treated once 
only i. e. it will be placed to the debit of the P. & p 
account. 

Sometimes there is a confusion when closing stock 
is given in the Trial Balance as a Dr. balance. This 
means that a doable entry of tli^ same has been made 
and the balance of the closing stock will not have to 
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be treated twice but only once i. e, 
be sliown only on tbe asset side of tbe Bal 


In tbe last chapter only the difference between the 
Irading account and P. & Loss account was given and 
loxighly it was hinted as to what items should go to 
Trading account and to P, & L. accounts. The folIow» 
ing chart will be of great use in this connection. 


Trading Account, 


To Stock (Opening) 

„ PiiroJiases 
„ Less returns 
„ Wages ( produc- 
■ „tive) I 

„ Carriage (Inwards) 
5, Ooab Cokoy fuel etc 
« Dock Charges (In- 
wards) 

jy Duty and freight 
(Inwards) 

„ PaeMng material 
Motive power 
y, Materials consu- 
med 

„ Gross profit trans- 
ferred to P. & L. 
accoiiint. 


Sales 

Less returns 
„ Stock (closing) 

yy GrossLoss transfer- 
red to P. & L. at* 
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Pmfit. and Loss. Accoimt 


To G-ross Loss b/d 
„ Wages (aon-pro- 
■ .ductive 

„ Carriage and car- 
tage (Outwards) 

5, Dock cliargas (out- 
wards) 

Duty and freiglit 
Office expenses 
Trade expenses 
,5 Printing charges 
„ Legal and account 
charges 
„ Discount 
Commission 
„ Interest 

Stable expenses 
. Postage and sta- 
tionery 
jy Advertising 
„ Bad Debts 
,, Lent Rates and 
Taxes 

„ Bank charges 
,5 Insurance 
5, Lighting and heat- 
ing charges. 

,, Repairs 
Depreciation 
„ Net profit 


By Gross profit b/d 
„ Discount 

,, Commission 

„ Interest 

„ Net Loss 


The above chart contains almost all possible items 
that usually appear in Trading -and P. and L. accounts^ 
The principle adopted in this division is that all 


: piirchasing as. well as maiiiifacliiriiig expenses siicli .as 
produclive wages, carriage and' cariage' inwards^ coal 
and co.ke etc. are charged to Trading account and, all 
„ selling and dislfibutive expenses as well as etaWisE- 
menl charges such as salaries, rent etc. are charged 
to P. and L. account. 

There is no legal ruling as regards tli is division and 
so manv business houses sometimes do not follow tliis 
ar]*angeiiient in case of a few items, but tiiese form the 
exceptiojis. Below ai‘e explained some of 'the,' confiisiiig 
items in the above charts. 

Carriage — It. is a charge for. carrying tlie ,, goods. 
Carriage Inwards /. r, ehai'ges for bringing tlie goods 
])iircliased is debited to Trading Account while <?arriage 
oatAvai"ds /. f\ charges for sending the goods is debited 
to r, & L. Acconut as it is a selling exj^eiise. If in the 
T\rial Balance Carriage appears witliont tlie words 
Inwards or Outwards, it slioiild 1)C taken as Tiiwards’ 
and so should be charged to Trading account. A foot 
note to that e fleet should however lie given. 

Coal, coke, fuel etc.— It is a inaiuifaetiiriiig ex- 
pense and so is charged to Trading account. 

■ ■ Cartage and Carting— This item iiiclndes charges 
for carrying goods from warehouses to docks or vice 
versa. These charges should be carefnlty sorted out 
^ into two parts i. e. dbiiying expenses and selling 
expenses. 


freight fax, 

dock charges are*" the ch^r^™^^ 

z;:; :z - '-Zii. ^Tzt 

if otherwise, oufwards ^^’ charges, 

e J:^sr X' r“’ 

IS for putting the goods in material 

Tradi., aio^tZ *' 

■‘-Tb.cha..g,d to the P 

Lxample—From the followina T n m 

lyoju ^ Lo.. „I„ ■; "t. 

31st Becember, 1927, ' ^ ow 


Dr. Balances. Es. a. r 
P rinting Charges 205 12 3 


Cash 
Stock 
Drawings 

Postage 

Debtors 


493 9 9 
3328 4 9 
1629 0 0 

209 12 9 

4620 10 9 


Dock charges, 

(Inwards) 493 7 9 

Interest 419 6 9 

Plant and 

Machinery 10757 3 0 


Or. Balances. Rs. A. p. 

2075 7 9 
Sales 13721 12 6 

Loan 10400 0 0 

Eeturn (out- 
wards) 393 
Discount « 

earned 304 

Commission 

earned 393 8 

Interest earned 309 


4 0 


3 3 


Capital 22382 13 0 



Trade Expenses 192 M' , ■ 9 

Bad Debts;. : 181 6 6 

I?ank ; \ 859,11 3 

Premises ' ^M'0. 15' 0 

Advertising 450 ^ 0 ' 0 

Taxes 107 ■ 3 ' 9 

Insurance 221 8 0 

Eepairs 119 5 0 

Rent 560 0 0 

OfEce Expenses 314 ■ 7 6 

Buildings - 9987 12 6 

B/R ^ 1054 5 9 

Discount 187 14 0 

Returns 


Purchases 
Wa-ges (Produc/ 
Hwe) 

. Wages (XTnpro- 
ductive) 
Carriage 
[inward] 
Bank charges 
Coal,-Coak 
fiel etc. 


:: rStock on 31,12-27 Rs. 6,388 12 9. Interest at fh 
rateoUo/o per anmim istp be credited to the Ca^' 

Kant and Maeliinery, Pi-emises im 
Buddings bjW,.’ Cftate a reserve of 5 pei Snt o 
debtors - for -bad ■ and' doubtful i 

Bor^ent for discomt 105 'are d,S d f 
Wk in tbe bffir.« iabonrers foi 

end of Feb. 1928 @,i?4uVL^^^W 0 iV F’'? 
commission and fco isSd?n f 

Carry forward | tbe amoLt of IdvertislJ' 


Trading Account* 
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Balance Sheet of Mr. Hari Ram as on 31-12-1927. 




n) On 1st Jan., 1912 the Reserv'e for Donhtfnl 
T)(ifits sliowe j a . credit balance of £900. Duriii" the 
year tlie B/D amounted to £700. The Drs. on 31st 
Dee., 1912 were 42000 and 5 per cent. .Reserve for 
doubtful debts was required to be maintained. The 
B/D during the year 1913 amounted to £1350. On 31st 
Dec., 1913 Drs. tvere £25,000 and o' per cent. Reserve 
for B/D is to he kept. In 1914, the B/D are £300 and 
the Drs. at the end of the year amount to £13,000, 
and 5 per cent. Re.serve for B/D and a 5 per cent. 
.Reserve for Discon ut ai'e to be kept. Show liow tliese 
items will appear in the profit and loss A/e and B/S 
of these tliree years and also the .Reserve a/cs. 

(2) Show the ledger entries to describe the 
following : — 

(a) llKli) January 1st Bad Debts Reserve .£800 
standing in the Books. 

(5) 1905 December 31st total of the Bad Debts 
Account, 1,000. 

(c) 1905 December 3lst Adjust the Reserve 

Account so that it may show a Reserve of 71 per cent 
on the book debts which are £15,OoO. " ’ 

(d) Assuming that the business lias been eontinned 
for another twelve months, i. e. upto 31st December, 
1906, the Bad Debts are then £1,100. Adjust the 



rhe Stock in Trade on June BO, 1918 was valued 
at Rs. 15,520. On the same date Rs. 225 were- due- fol! 
Bent and Rs. 120 for Wages, Can-y forward Rs. .50 for 
unexjn’red Insurance. Prepare Trading and' Profit and' 
Boss A/c and B/S after providing 10% depreciation foii 
Plant and Machinery. 

' - .Ilf ^ 

(4) Tire following balances appear in the , book^; 
■of Mr. Hewett on December 31st, 1927. ■ . 

Buildings . 50,000; Travelling,' i* 

M^icbjuery . 50,900 i Sspenses 1,200 

Furniture 1,500 Bank 13,640 
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Stock 45,000 Taxes 900 

Pnrcliases 3,00,000 General Charges 400 

Office establish- Sales 4,25,000 

. ment ' 13,000 Commissions (er.) 2,500 

Sundry Debtors 50,000 Simdxy Croditoi'S 45,000 

Petty Cash 660 Capital 68,800 

Factory wages 35,000 Loan 20,000 


(a) Allow Depreciation for the year at the rate 
of 2-|- per cent on Buildings, 74 per cent on Machinery 
and 10 per cent on Furniture. 

(b) Rs. 2,500 were due for wages for Decem- 

ber but were not paid till the following month. 

(c) Make a proyision of Rs. 2,500 for Bad Debts. 

(d) Goods on hand on December 31st 1927 are 
worth jfe, 50,000. 

Prepare Trading a/c P. & L. a/c and Balance Sheet, 

(5) The following were the ledger balances on 
31st December 1918 from which you are required to 
prepare the Trading Account, the Profit and Los^ 
Aecormt and a Balance Sheet as on that date, giving 
effect to the undermentioned adjustments : — 


Capital 

& 40,000 

Discount 

1,200 

Cash at Bank 

2,033 

Insurance premium 

130 

Purchases 

34,900 

Interest and Bank 


Sales 

91,000 

charges 

240 

Returns inwards 

267 

Bad Debts 

380 

'Returns outwards 

■^00 

Sundry debtors 

35,000 
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Stock in hand ' Sundry creditors 18,000 

■ (l-T-lOfS) ' 21,500 Land and Bnild- 

Salaries ■ 1,000 ings ' 14,800 

Mamifactiuing Plant and Machi- 

wages 19,050 nery 4,000 

General expenses 6,330 Patents 5,000 

Manufacturing EeServe for Bad 

charges 5,320 Debts (L74918) 1,800 

Rates' and Taxes 150 

Stock 31st December, 1918 £ 15,800. 

1. Depreciate Plant and Machinery at 6 p. c. 

per annum; Land and Building B p. c. per annum; 
Patents 10 p. c. per annum. 

2. Carry forward £80 of the Insurance premium: 

3. Make a reserve of 5 p* c. on the Sundry 

debtoi’s for bad debts and also for discount. 

(6) Prepare Trading and Profit and Loss Account 
and Balance Sheet of Khudabux from the following 
Trial Balance as it stood on 31st December 1927. 

Capital 15,000 

Cash at Office 1,000 

Cash at Bank 7,500 

Stock on 1-14927 8,000 

Furniture 2,000 

Rent paid (January to October) 1 ,000 

Purchases 25,000 

Sales 31,000 

Salaries 1,550 

Wages ^ 700 


r 
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.interest .. 


,'700 

Discount 


500 ' 

vTrade cliarges . . . 

1,000 


Debtors 

2,500 


Creditors 


3,eoo 

.Bad Debts 

250 



50,500 

50,500 


The following adj astments are to be made : — 

Calculate interest on Capital at 6 p. c. and 
depreciation of furniture at 5 p. c. Provide for Rent in 
arrears for November and December. Value of the 
stock on hand Rs, 14,000. 

(7) From the following Trial Balance at 30th 
June, 1911, prepare Trading Account, profit and loss 

24,503 19 0 

0 

76,793 18 C 

0 
0 
0 

0 ■ ■ 

0 
0 

0 2,511 12 0 

0 

0 89714 0 

50 18 0 


Account and Balance Sheet. 


Capital 



Drawings 

750 

0 

Sales 



Purchases 

53,698 

10 

Q-eneral Expenses 

2,511 

11 

Premises 

1,000 

0 

Stock 

21,218 

9 

Coal and Power 

2,242 

5 

Rates and Taxes 

815 

4 

Debtors and Creditors 

6,287 

18 

Wages 

7,206 

12 

Discounts 

641 

10 

Bad Debts Eeserre 







Horse Expenses , 
'Oasli.in hand' • 

A. B. Bank 
Income Tax 
Oil for Maeliinery 
Macliinery 
■Loan, of, A. Jones 

Total 


( m ) 

317 4: 0 
1,999 16 0 
84 11 0 

288 16 0 
7112 0 
14,217 11 0 


1,255 1 0 


6,833 7 0 


gll2,846 9 0 £112,846 9 0 


Stock at tke end of tke year was £23,839 11s. Od. 
After creating a Bad Debts Reserve of 5 per cent, on 
Debtors provide for discount at 24- per cent, on Debtor’s 
and Creditors; provide for depreciation of Machinery 
at the rate of 10 per cent, per annum; allow 5 per cent, 
interest on Loans and Capital (ignoring interest on 
Drawings):— 

(8) From the following Trial Balance on 30th 
June 1922 prepare the Trading Account, Profit and 
Loss account and Balance Sheet: — 


Capital 

Plant and Machi- 
nery 

Stock 1-1-1922 

Purchases 

Sales 

Manufacturing 

wages 

Selling Expenses 


£ 991 Salaries 300 

Insurance 9 

425 Rent Received 19 

956 Bad Debts 26 

1,054 Cash 81 

7 ,039 Travelling Expenses 143 

Discount 70 

BanE interest 15 


697 

465 


Reserve for Bad Debts 70 


Wages 

1,754 

Sundry Debtoi-b 

2,025 

Carriage 

59 

Sundry Creditors 

230 

Advertising ■ .. . 

65 

Bank Ovei'draft 

95 

Rates and Taxes 

185 

Drawings 

165 

Office Expenses 

50 




The stock on 30th Jnne, 1922, was valued at £835. 


(1) Allow Depreciation on Plant and Machinery 
at the rate of 10 p. c. per annum. 

(2) Carry forward fi 50 for Bad Debts. 

(3) Reserve for discount 2|-%on the sum expected 
to be recovered from the Sundry Debtors. 

(9) The followdng is a Trial Balance of 
Mr. Madan Lai as on December 31st, 1918 


Capital 


30,000 

Stock 1st January 1918 

25,000 


Freeb-old Premises 

10,000 


Purchases 

50,000 


Wages (productive) 

15,000 


„ (N on-produotive) 

3,500 


Manager's salary 

2,000 


Rates, Taxes and Insurance 

1,200 


Interest 

450 


Rent 


100 

Commission 


30 

S^les 


90,000 

Reserve for Bad and Doubtful 

Debts 

820 


Discount and Gonwnl^ion 1 ,750 

Caariage , , . 2,000 


'' Bad'Beb% ■ 

General Expenses ^ 
Bepairs ■ 

Cash at Bank and in hand 
Plant and Machinery 
Sundry Creditors 
Sundry Debtors 
Loan ' 


260 

2,800 

^900 

1400 

27.000 

31.000 


28,000 

25,000 


1,73,950 1,73,950 


Provide for depreciation on Plant and Machinery 
per cent and make a reserve of 5 per cent on 
Debtors for Bad and Doubtful Debts, 

Adjust. 

(а) Unexpired insxirance Rs. 300. 

(б) Bent Rs, 100 due but not received. 

(c) Allow interest 5 per cent on loan. 

Stock at 31st December 1918 is Rs. 30,000. 

Prepare Trading and Profit and Loss Accounts and 
Balance Sheet. 

(10) Prom the following particulars extracted from 
the books of Atmaram prepare a Trading and profit 
and loss Accounts for the year ended 31st December, 
1930, and also a Balance Sheet as on that date. 



Rs. 

Stock-lst Jan. 

65,892 

Cash 

125 

Bank Overdraft 

8,060 

Bad Debts 

790 

Patents xinexpi- 


Bepairs to Build- 


]?ed 

1,560 

ings 

56 

Loan 

17,750 



Interest on Over- ^ ' Capital . , ' IjoO^OOO 

draft ; 260 Freeliokl Pre- 

'Rent received • 260 ■ inises, (1st Jan.) ^ ; 5^026 

Plant and MacliP' Wages dP^''odu,c- , 

iieiy' 10.4 40 ' tive) 25,5090 

Salaries, etc. 3440 Salaries , . 2,060 

Rates and Taxes ; 1,578 Bad Debts reserye 

Debtors ^ 5475 (1st Jan.) ■ 150 

Simdiy Trade , Sniidry Creditors 9,086 

Expenses , 27 5 Outward Re tu,rns 1 ,500 

Purclmses; ■ . 5,69,842 Sales., '■■5,04,203 

Yalne of Stock, Blst Dee., Es. 1,20, 550. 

- Tile following adjustments are neeessaiy' .before 
closing tlie aceomits : — • 

(Vr) Depreciation to be written off Plant and 
Maeliiiiery at the rate of 7|% per annum, patents 
and Premises 5%. 

(b) Provision for bad and doubtful debts at 5%. 

(11) From the following Trial Balance as at 
January Isfc., 1908 prepare Trading atid profit and loss 
Accounts and Balanee Sheet: — 

& Cash in hand '' '25' 

Purchases (MaterD Debtors 2,725 

als) 16,000 Stable expenses 195 

■Repairs :10§' 

1,300 Sundry expenses 55 

■ i Mortgage and Int. 

9,828 to date 3i)50 


Discount (Dr. Bal- 
ance) 

Wages (Produc- 
; tive) 


Sales , 

80,000 

Mortgage interest 

150 

Salaries ' ' ' 

2,000 

Buildings 

4,000 

Travelling: Ex- 


Machinery 

1,500 

. .penses ' , 

500 

House and^Carts 

502 

Carriage 

200 

Stock on 1st 


Insurance 

150 

January^ 1907 

5,750 

Commissions' 

320 

Capital 

10,655 

Bent and Rates 

500 

Creditors 

2,100 


Make provision for rent and Rates iinexpired S30; 
Depreciation on Buildings at 2p/o; Macliiner}" at 5%; 
Horses and Carts 71, Bad Debts S150; Liability for 
Insarance S20; Discoiint on Sundry Drs. and Ors, 
at 2|“ per cent; Stock on hand £8,075, 

(12) From the nnderinentianed trial balance of 
Mr, Shri Ram prepare trading and Profit and Loss 
Accounts for the year ending 31st December, 1923 and 
also a Balance Sheet as on that date : — 


Capital 

Cash in hand 

200 

45,600 

Cash at Bank 

1,500 


Salaries 

• 1,2'jO 


Manufacturing Wages 

Sales 

18,760 

1,14,500 

Sundry Drs, 

Sundry Crs. 

40,620 

18,240 

Stock on hand (1-L1923) 

20,500 


Purchases 

44,680 


Insurance 

, 180 


Bad Debts 

310 
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Before dosing tlie accounts the following adjust- 
ments to be made : — 

(1) Charge £250 for Manager’s bonus, 

(2) Write off for depreciation: 7.} per cent on 
Machinery and Plant; 5 per cent on Furniture and 
Fittings; and one-tenth of the value of Patents. 

(3) Bad Dtebts Reserve to be maintained at 5% of 
the amount owing by Sundry Debtors, 

(4) Carry forward £100 of the amormt paid for 


of the Stock on hand £8,000. 


Patents 

3,000 _ 


Plant and Maelimery . , 

24,800 


Q-eneral expenses 

1,540 


Maniifactiirjrjg^ Cbarges 

9,700 


Land and Buildings 

20,000 


Purnitnres and Fittings 

2,000 


Sales returns and allowances-. ' 

300 


Purchases do. 


620 

Rates and Taxes 

200- 


Discounts 

1,650 


Bad Debts Reserve- 


2,500 

Bank Charges 

270 


.Loan 


10,000 


£191,460 £191,460 


(13) The following are the Ledger 

Balances as on 

Hist December, 1927 of Mr. Fakir Chaud. 

Rs. 

Capital 

, 39,104 

Loan 

20,000 

Plant and Machinery 

21,460 

Freehold Property 

21,235 

Bent received from sublets 

405 

Sales 

65,246 

Farnitiire and Fittings 

1,540 

Sundry Debtors 

20,500 

Bad Debts 

185 

Trade Expenses 

308 

Cash 

397^ 

Bank Overdraft 

8,575’ 

Law Charges 

350 

Bent, Bates and Insurance 

742 

Salaries 

1,440 

Manufacturing Wages 

15,331 

Bepairs 

217 

Beserve for Bad and Doubtful Debts 

760 

Sundry Creditors 

2,309 

Stock on 1st January, 1927 

11,811 

Bank Interest and Commission 

494 

Manager’s house rent 

450 

Carriage 

931 

Purchases 

38,699 

Agents’ Commission 

299 


(1) Provide for depreciation on Plant and 
Machinery at 10 per cent and on Furniture and Fittings 
at 5 per cent. 


(2) Bring up the Eesei've for Bail aV-id Doubtful 
Debts to 5 per cent of the amount owing Ijv Siiodrv 
Debtors. .. ' " 

(B) Carry forward Rs. 50 as imexpired insurance. 

Stock on liand on Blst Deceniber, 1927 was valued 
at Rs. 17,000, You are required to prepare the Trading 
Account Profit and Loss Account and Balance Sheet, 
as on Blst December 1927. 

(14) On Both June, 1917, the books of Brown 
showed the undermentioned balances. Prepare the 
Trading Account, Profit and Loss Account, and Balance 
Sheet of the firm as at that date 

£, , , s, 'd. 


Capital 

12,172 

9 

6 

Drawings 

1,000 

0 

0 

Preeliold Land and Buildings 

5,000 

0 

0 

Plant and Machinery 

2,500 

0 

0 

Purnitiire 

500 

0 

0 

Stock of (3oods 

4,150 

0 

0 

Purchases 

12,7:36 

14 

3 

Sales 

21,283 

14 

7 

Discounts 

171 

3 

7 

Eetiirns Outwards 

164 

3 

9 

Carriage on Purchases 

472 

15 

2 

Wages and Salaries 

1,227 

10 

0 

Sundry Debtors 

5,445 

14 

3 

Sundry Creditors 

2,454 

3 

7 

Bad Debts 

250 

0 

0 

Reserve for Bad Debts 

750 

0 

0 

Rates and Taxes 

187 

15 

0 

Greneral Expenses 

1,338 

2 

3 

Cash at Bank 

1,844 

16 : 

11 



Stock of Goods oa 30tli June, 1917 was yalued 
at,fi4,500/ Iliterest 'at tlie rate.of 5 per cent .per annum 
is to be allowed on the Depreciate Plant and ^ 

Macliineiy by 10 p. c. and make an additional I'eserve 
of 5 p. c. on the Sutidiy Debtors for Bad and Doubtful 
debts. The Rates and Taxes paid were for the period 
from 1st April to 30th September, 1917. 


(15) Trial Balance as on 31-12-1926. 



Dr. 



Or. 



S, s 

. d. 

£ 

s. 

d. 

Capital 




5,000 

0 

0 

Drawing Account 

684 

1 

7 




Land and Buildings 

2,500 

0 

0 




Plant and Machinery 

1,426 

17 

7 




Furniture and Fixtures 

125 

8 

4 




Carriage 

437 

1 

4 




Wages (Manufacturing) 

2,147 

G 

1 




Salaries 

467 

10 

0 




B. D. Reserve (as on 







1st January 1926) 




247 

6 

2 

Sales 




9,122 

16 

9 

Sales Returns 

176 

2 

7 




Bank Charges and Interest 

14 

4 

6 




Coal, Gas and Water 

72: 

1 

7 




Rates and Taxes 

84 

7 

6 




Discount Account 




12 

7 

6 

Purchases 

4,216 

17 

2 




Purchases Returns 




846 

2 

2 

Cash on hand 

127 

10 

0 




Trade Expenses 

49 

7 

9 





Sundry Drs. 
Sundry Ors. 
"Stock 

Greneral Expenses 
Fire Insarance 
Commissions 
Bank 

Total 


781 15 9 

2,642 14 8 
149 1 5 

49 15 0 

1,344 4 10 
17,496 7 8 


2,217 15 1 


50 0 0 


17,496 7 8 


Before preparing Trading P. & L. a/c and B/S 
charge Depreciation on Land Building Account at 
2-|- per cent, on Plant and Machinery at 10 per cent 
and on Furniture and Fixtures at 10 per cent. Make a 
reserve of 5 per cent on the Sundiy Debtors for 
Bad Debts. Cany forward tlie following unexinred 
amounts : — 

(1) Fire Insarance 

(2) Eates and Taxes 

(3) Apprentice Premiums 

Allow 5 per cent interest on Capital but not on 
Drawings. Stock on hand £ 1762 9 11. Prepare 
trading and P. & L. a/os. & B/S. 

(16) From the following T/B of Mr. Robert Jones 
extracted on 30th June 1932 for the year prepare 
Trading, and Profit and Loss Accounts and Balance 
Sheet. 

Capital " 

Sales 


£ 12 7 2 
24 2 6 
40 0 0 


£ 6,000 Drawings 
12,000 Purchases 


£ 1,000 
4,000 


- f 181 ,) 


Loan, 

■jl' ■ , ' 

i,ooa 

Machinery & Plant 

1,500 

Laiid^ & Buildings 

2,000 

Creditors 

500 

.Wages' 

3,000 

Debtors' 

l,o00 

Bates and Taxes 

40 

Bills Receivable • 

800 

Insurance^ 

10 

Carriage 

150 

Sundry Expenses 

200 

Stock (Opening) 

4,000 

Cash 

50 

Bank 

1,250 


Oliarge depre elation on Land and Buildings 
on Machinery and Plant 5%. Allow 5‘^/o interest on 
Loan as well as on Capital. No interest is to he 
charged on drawings ProYide 5% for bad and doubtful 
debts and £25 for discount. Stock on BOth Jane, 1932 
£800. 

(17) Prepare final accounts of John Ooiiibiue, Steel 
Merchant on Dec. 81, 1921. Stock on that date valued 
at £ 8,500 write off S4G0 Bad debts, and maintain a 
reserve of 5% on the remaining debtors balances to 
allow for bad and doubtful debts. Depreciate plant 
10%. Allow interest on Capital at 6% per annum, 
J. Combine had put in £1,000 on 1st Dec., 1921. 


Trial Balance on 8ist December, 192L 


Stock 

9,600 

Capital 

5,000 

Wages 

3,200 

Bills Payable 

500 

Railway freight 

500 

Bank 

400 

Purchases 

12,000 

Sales 

25,000 


9 


' : , ' • i'SSsiSiS 
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Interest 

20 

Res. for Bad debts 

500 

Bills Eeceivable 

600 

Discoiiiit 

400 

Eent Rates etc. 

250 

Creditors ■ 

2,330 

Plant & Macliinery 

2,000 



TravelHcg Expenses 

500 



: Repairs 

160 



Casli 

200 



Diseonnt^ 

500 



Returns 

100 



Bebtora' ' 

3,500 



OlKce expenses' 

500 



Drawings 

500 






& 34,] 30 


^ 34,130 


CHAPTER VII. 

O'' ■ 

Errors and their rectificalion. 

It happens that the two sides of a Trial Balance do 
not agree and it is not always practicable to go over 
all the postings and totals for some reason or the other. 
In Such a case the folio wing procedure is likely to lead 
to the detection of errors. 

L First of all the difference between the two 
sides should be ascertained. If the difference consists 
of Eiipees, x4^nnas and Pies say Rs. 272-8-6. (or in £-s-d 
if the accounts are in the English currency) it is just 
possible that an item of that much amount has been 
forgotten at the time of posting. 

2.. Sometimes the reason of a mistake is that an 
item of debit side has been posted on the credit, or 
Tice versa; in such a case the mistake is likely to be 
traced if the difference is divided by 2 and an item of 
that amount searched out, 

3. If the difference is of 100,10,1 or the like, it is 
very likely that one of the totals is wrong. 

i. If the difference is 9,99,999 this is most probably 
due to posting 1 in place of 10 or 1 0 in place of 100 and 
so on. 

5, If the difference is of 0-0*11, or 0-15-0 it is just 
possible that it is due to writmg one pie for one anna, 
or one anna for one rupee. Similar mistakes arise from 
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til e iwersal of figaiw many other cai^e« say Es. 2 
in place of annas 2,. 0-6-9' in place of 0-9-(^ and so on. 

6. If of coarse there is an error tine to a conibiiiiv- 
tioii .of many . iBistahes . it is difficult to trace the same 
easily. . ■ 

Failing- eTery other way the only wa^y left is to 
go over the ground once more and ' to check postings 
and the totals. 

Suspense aceouiit— -If iiBforfciinately . tlie , mistake 
could not be found and there is no time left to wait for 
the detection^ both sides of the trial balance are made to 
agree by writing the difference to the Suspense Account 
on the side haying less total and thus making up the 
deficit. When mistakes are traced they are written 
back to the suspense aecouiit already created and so 
it is automatically closed when all the mistakes are 
traced. 

When there is some uncertainty about any 
account^ suspense account is rdso made use of. Suppose 
money is received and it is not known who has sent 
it till the time the party is not traced the amount will 
remain credited to Suspense Account. Again suppose 
g'oods are lost or are not traced for the time being, the 
amoxint is placed to a- suspense account. As explained 
before it is also made use of wdien an expenditure 
incurred is to be apportioned over a nvimber of years. 
e, g. Advertising Suspense Account. 

Rectificatiosi. 

If the errors are traced before the final accounts 
are prepared they can be corrected under initials of 
some responsible person, "but if they are traced later on 
rectifying' entries will have to be passed. 


, ■ . % 

% . . . > 

■ ■ ■ » / '■ ■ i> 
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The m&j process of 'writing such an entry is that 
the correct entry should be written on a piece of pap^- 
and also the entry wrongly passed and then effort 
should he made by writing a third entry to neutralise 
the effect of the wrong entry and to take up the item 
necessary to conform the wrong entry to the right 
one. e.g. Cash sale Rs. 200 credited to Fnrnitnre account 
wrongly will be treated as follows: — 

The correct entry: — 

Cash Dr. Es. 200 

To Groods a/c. Es. 20^) 

The entry wrongly passed:— 

Cash Dr. Es. 200 

To Fiirnitui'e a/c. Es. 200 

The goods account ought to have got credit while 
it is given to the Furniture account, so in this case our 
attempt should be to eliminate the Furniture account 
and to give credit to the Goods account which will h<3 
done by the following entry:— 

Fiiniiture a/c Dr. Es. 200 

To Goods a/c Es. 200 

The result of this entry will be that the Furniture 
account will be squared and the Goods account will get 
credit for Es. 200. 

Example — A book-keeper finds that his Trial 
Balance debit side is short by Es. B08-2-9 and so he for 
the time being balances the sides by putting the 
difference to Suspense account. Later on he finds 
that : — 

(a) Goods of Es. 302-9-Ot sold to Eama & Co. 
were posted to their account as 32-9-0 



(b) Fumiture of Es. 725 purcliasec 

to Goods aceoiint. 

(c) The debit side addition of Rama’s .-iccouiK, 

wa.sqiiidercasfc by Rs. 2^-2“!') 

(d) Rs. 10 spent on punduise of stamps 

was not posted.- ■ '' ^ ' 

and 

Will be tlieir efleet on tiie profit, ligiire. 

' Journal 


was posted 


[a] Earria & Co. Br 

^ To Suspense a./c 
Tlie difference ( Ih. 302 - 
9-0 less Rs. 32 - 9 - 0 ) it 
posting adjusted. 


i: urciinso oT 
wrongly posted to Goods 
account now adjusted. 


[c] Rama 


suspense a/c 
undercasting* oi 
s account adjusted 


The 

Rama'i 


^ Suspense 

Account. 

To cliff erence 

By Rama 

in bonks 3()B 2 9 

Co. 2^0 0 0 


„ Rama 28 2 9 


„ Postage a/c 10 0 0 

308 2 9 

308 2 9 


The effect ol: these entries on the Profit and Loss 
accomit will be: — 

Entry (a) — no effect. 

profit increased by Es. 725-0-0. 

„ (e) -no effect. 

„ (d) — -“—profit reduced by Rs. 10-0-0. 

The profit will be, increased by Es. 715 as will be 
seen, from tlie P. & L. a/c given below. 

. P. & L. Acsotint. 

To suspense a/c 10 0 0 j By Porniture a/c 725 0 0 

Errors in Calcalatioas. 

Sometimes errors are occasioned by the ignorance 
of tlie proper methods of ealculations and where 
lengthy processes are adopted t^iey give an occasion 
formally errors which can be avoided easily. 



Very often for tiie sake of caleulatm^ interest, 
discount, or for any other purpose, it is founci necessaiy 
to find 14- per cent, 2-|- per cent, 3f per cent, 5 per cent, 
or some midi pareentage then the proce.ss of multiply- 
ing the amount by the per cent and dividing the result 
by 100 involves much calculation. The foilowino- 
methods will be found veiy useful. * 

To find 5®/o divide the amount by 20 orally. 

5% of Es. 7243-8-9 is Es. 362-2-10. 

To find 1-1-% divide the amount by 20 and the 
result by 4. ' 

To find 3F/o find 5% and deduct 1-|- per cent from 
the same. 

1 or the other combinations can be 

easily found to suit the reipiired calculation. 

Exercise VII. 


^ (1)^ How will yon rectify the hfilowing mistakes. 
Grive journal entries where necessary: — 

{(I) Cost of goods charged to freight 

account. " 50 0 0 

(b) Goods sold to A written to B’s 

account iOO 0 0 

(c) Bad debts written off in previous 

years realised credited to debtors 70 0 0 

(d) Eepairs made debited to Building 

accotmt 0 0 

Give the result of ^hese corrections on the Profit 
and Boss account. 



( 2 ) ^Sli'ow tlie effect of tiie following mistakes on 
tEo Profit and Loss account. ' ' 

(a) E/S. 250 paid for office famj^tiire debited to 
Trade expenses. 

(5) Invoice for Es, 23,000 for goods piircbased 
has not been passed tb rough books, although 
the goods are included in the stock. 

(c) Machinery sold for Es. 2,500 posted as cash 
sales. 

(d) Cash received in respect of Book Debts 
Es. 200 posted as cash sales. 

Pass the necessary adjusting entries. 

(3) On 31st December, 1917 a merchant/s Profit 
and Loss Account showed a credit balance of Es. 3,200 
before making the following adjustments which yoii 
are now required to make and prepare therefrom, an 
amended Profit and Loss Account: — 

(a) Unexpired Insurance Rs. 75. 

(b) Unpaid salaries Rs. 200. 

(c) Een t at Rs. 600 per annum is paid only upto 
31st October, 1917, 

(d) Wages Es. 825 paid for erection of new 
machinery, but debited to wages account 
to be now transferred to M achineiy account. 

(4) Explain the effect of the following mistakes 
on the Profit and Loss account:^ 

(a) Rs. 250 paid for office furniture charged to 
repairs account. 


... (I>) Bs/150\reBt: received credited to ^Mr. Eani. 
y : (c) Es. 450 realised from deldoi^ debited to 
: ' personal accoimt. : 

(5) A. book-keeper finds in, liis Trial Balance' an 
excess credit lls. 69'-“4~3, lie balances tbe books by 
caiTving this ainoiint to Siispeiisc Aceoiint, Yon dis- 
cover tliat: — 

( i } Es., 34-6-0 paid to A have been credited to, 
his aceoimt as Es. 43~(b-ll 

.( ii) a purchase of Parniture for Jis. 145-8-0 
posted to tbe Piircliases Account. 

(iii) an expenditure of Es. 158 on repairs lias 
been debited to Buildings Aect)iiDt. 

(iv) Rs. 80 were allowed by B. as rliscouiifc, tliis' 
lias not been entered in the books. 

( V) a suni of Es. 125-0-0 realised on the sale 
of <)hl iarnitore has lu»en pusU'd to Sales. 
Give tlu^ necossaiy entries. 

(6) In taking out Trial Balance, a book-keeper 
finds that he is “out” Es. 50-10-8 excess debit. Being 
desirous of closing his books he carries the amount to 
Suspense Account. Later on he discovers:— 

(a) that a purchase of Rs. 83-9-0. has been 
debited to a creditor as Es. 38-11-9. 

(h) that sum of Es. 62- 10 -written off for 
depreciation has not been posted to deprecia- 
tion account. 

{c) that Es 1000 paid for Parniture purchased 
.. . had been charged to the ordinary purchase 

account^ 
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((0 that a discount of Es. 15-4-6 alWed to a 

SfuTefSi’’"'" ‘0 “ 

addUtifsW r.;„„s has bean 

Gwe tlie adjusting entries for these and 

prepare the Suspense Account. -State also the ultimate 
effect of these correcting entries on the Profit and Loss 

Account. 

^ ( 1 ) In taking oat a Trial Balance, a book-keeper 

foniKi that the credit side is in excess by Es. 172-8-8 
for which he opened Suspense Account and it is carried 
101 ward. In the next period he discovers that: * 

(cri a crediV item of Rs. 83-^^ lias been 
debited to a personal account as Es. 68-11-9 
(* • a sum of Es. 162-12-0 Written off froi^L 
Pixtuie as depreciation b as not been posted 
to depreciation account but is charged to 
the ordinary Purchases account; 

(c) a discount of Es. 25-4—6 allowed to us has 
been credited as Es. 52-6-4. 

(d) the total of the Eeturns outwards has been 
added Es. 10 short. 

(«) an item of sale for Es. 68 was posted as 86 
in the Sales Account. 

Give the correcting entries, and prepare the 
Suspense Account. State also the ultimate effect of 
these correcting entries on the Profit and Loss Account. 
Give the balance of the Suspense account if any. 


- CHAPTER ¥IfL 

Consignmeiils and Joint Ventures. 

In tl'iese days of large scale production iiianii- 
factiirers and traders are constantly on the Iook*oiit to 
find Diarkefcs for their goods. By iiiearis of eas}?- means 
of communication and effective advertiseineiit. it has 
become easier to find persons who will undertake to 
sell goods oil commission. The shipments of goods sent 
to such persons for sale on behalf of the sender are 
technically known as consignments. Tlie trader who 
sends such goods is known as the consignor and the 
person to whom tlie goods are sent the consignee. 

After the preliminary agreement regarding eoni- 
missioii etc. is made, goods are sent to the consignee. 
The usual function of the consignee is to sell tlie goods 
and to charge commission for the same. Soioetinies he 
is allowed some extra commission called del credre 
Commission for holding himself responsible for tlie 
credit sales; and so in case any party becomes insolvent 
or for some reason or the other fails to pay the dues 
the consignee has to make good' the loss ill return for 
this extra commission. ^ 

The consignor sends to his consignee Pro Forma 
Invoice which is a special form of invoice. It shows 
the quantity and description of goods but the price 
stated is merely to indicate the minimum below which 
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the goods are not to be sold. After the goods are sold 
the consignee submits the account of the sale effected 
■by biiu technically known as the Accowil Sale' (A/S)* 
and it shows the sale proceeds, the expanses incurred 
and also the commission of the consignee. 

Accoiiiil Sale of 100 cases of cotton goods received 
from Messrs Arthur Bros., Loudon per S. S. Galcnlca# 


Marks. 


A. B. 


701-800 


Proceeds of 40 Cases @ ^25-10 

1020 

0 

0 



Proceeds of 60 cases @ % 25/- 

1500 

0 

0 

2520 

0 

Less. 




Landing Cliarges 

15 

0 

0 



Cartage 

iO 

0 

0 


4 

Storage 

5 

0 

0 



Commission @ 2| 

per cent on £2520 

63 

0 

p 

93 

0 

Draft for £2427/- sent herewith 


\ 

L 


2427 

o' 


E. & 0. E. 

CARPER BEOS. Ltd. - 

Sydney, 15 tb. January, 1928. 

After this statement is received the consignment 
transaction is closed and profit ami loss on the transac- 
tion is ascertained. 


t 



xne suDject ot consignment can be divided 
two parts (1) consignment outwards meaning c 
sent out for sale, and (2) consignment inv 
meaning goods received for sale. The consignme 
called consignment outwards in the books' of 
consignor but the same is called consignment Inv 
iri the books of the consignee. 


Eiitries relating to consignment outwards. 

Ill the books of the consignor the following entries 

will be passed:— „ ■ ■ ■ .* 

(1) When goods are consigned debit Consignment 
Account and credit Goods on Consignment Accoutit. The 
goods are of course usually valued at cost price. 

(2) When expenses for freight and other charges 
are incurred debit consignment account and credit cash 
or personal account according as the expenses are cash 
or credit. 

(3) On receipt of money or a bill from the con- 
signee, he should be credited for the account while 
the Bill or Gash or Bank account should be debited. 
If the bill is discounted the discount should be charged 
to consignment account, though of course there are 
some accountants who treat it as an ordinary business 
loss and charge it to Profit and Loss account direct. ^ 

(4) When the ‘Account sale’ is received, con- 
signment account should be debited for all expenses 
and the commission charged and the consignee 
credited for the total amount. 

(5) For the amount of sale proceeds the consignee 
should be debited and consignment account credited. 

(6) The consignment account should be closed by 
transferring the balance to the P. & L. account. In 
case there is a profit the consignment account will be 
debited and the P. & L. account will be credited. The 
reverse will be the entry if there is a loss. 



(7) TIse consignee’s account will now show tlie 
jMiioimt he ewes and his account will be credited with 
the amount of cash or cheque he sends and iiis account 
will be^closed “when full dues will be realised from him. 
In case his account shows a credit balance which is 
rarely the case, it will be closed when lie will be given 
the balance due to him. 

(8) The Groods sent on Consignment accoxint will 
now remain in the books and will be closed by debiting 
it and crediting the Trading Account. 

In the above entries it has been assumed that all 
the goods consigned have been sold but there are two 
other possibilities (a) goods have not at all bean sold 
the time of closing or {h) they have been partly sold. 

As has been already explained there will be no 
difficulty if the consignment is not at all sold. 
Then the consignment account will be shown as an 
asset in the balance sheet, but if the goods are 
partly sold a little adjustment will be necessary. 
The balance of stock will have to be ascertained 
and priced as usual. In addition the proportionate 
charges of the consignment will have to be added to it. 
The cost price of the stock and the proportionate share 
of expenses put together will show the real price of the 
balance of the consignment and with this amount the 
closing stock will be debited and the consignment 
account credited. If the expenses incurred for all the 
goods are not proportionately divided, the goods sold 
will have to bear all the expenses, which will not be 
reasonable and again tne amount of profit will be 
reduced unnecessarily. 




Balance Sheet. 


Liabilities 


Assets 

Consignment 1287 

Less advance 
from Eoberts 500 


This very thing can as well be shown as: 

Balance Sheet. 


Roberts 


oOO 0 0 J Oonsignmetnt 1287 0 *0 


Example;— On 15th Jan., 1927, Mr. Low consigned 
100 bales of cotton goods from Lancashire to Mr. H. 
Ford, Cape Town @ £. 13.5-10-0 a bale, and paid freight 
& 27-10-0 shipping charges £ 2-7-0 Insurance fi 22-12-6. 
On 27th Feb., he drew a bill for fi 10,000 and got it 
discounted by paying £15-13-6. On 28th April, 
an account sale showing a sale of 60 bales @ £ 150. 
a bale, and of 40 at £ 145-10-0 a bale was received' 
The consignee paid landing charges £ 17-1-0 and 
charged 5 per cent commission on sales. Mr. Low drew 
upon Mr. Ford a bill for the balance. Give the 
necessary entries in the books of the consignor. 




CONSIGNOR’S BOOKS. 

Journal. 




s' s. (L 

1917. 

tf S'.Sl*' lo 

^Consig.pments a/c Dr. 
To goods sent on 
consignment a/e 
(For the cost of 100 
bales @ £ 135*10-0 
sent, on consign- 
ment to Cape 
Town.) 

13,550 0 0 

75 

Consignment a/c Dr. 
To Cash 

(For payment in cash 
of freight £27-10-0 
shipping charges 
£ 2-7-0 and insu- 
rance charges 

1 £ 22-12-6), 

52 9 e 

Feb. 27 

B/R account Dr. 

To Ford 

1 (For the amount of the 
bill drawn upon 

Mr. Ford.) 

10,000 a 0 

J7 

Consdgnment a/e Dr. 

To Biscoibit 
(Being the amount of 
discount on the bill 
charged to consign- 
ment a/c). 

15 13 6 


s. "cfr 
13,550 0 0 

52 9 6 


10,000 0 0 

15 13 6 


i 
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ApL 28) Ford _ Dr. 

To Consignment a/cj 


28 l 


(For the sale proceeds 
40 bales @ €145-10-0 
60 bales @ £150-0-0 


Consignment a/c Dr. 
To Ford 


(For his exps. £17-1-0 
and commission 
on £14820 £741-0) 


14,820 0 0 


758 1 0 


Consignment a/c Dr. 
To P. & L. a/c. 


(For profit transferred)! 


Gloods sent on con- 
signment a/c Dr. 
To Trading a/c 


13,550 0 0 


(For goods sent on 
consignment a/c 
transferred to the 
trading a/c.) 


B. El. account 
To Ford 


Dr. 


(For the bill dra-wn' for 
the balance due form 
Mr. Ford.) 


14,820 0, 0 


758 1 0 


443 16 0 


4,061 19 0 


443 16. 0 


13,550 0 0 


4,061 19 0 


' 4 ' 


„ ^ 





^pf28 To Trading 
Account 


By Consign- 
raent a/c - ’ !3,5SD 0 0 


1927 To Goods on 1927 

Jan.l5 consignment. 18,550 0 0Apl28 By Ford. 14820 0 0 
j, To Oasli 52 9 6 I 

„ Discount. 15 13 6 [ 

Apl 28 „ Ford (exp.) 

?* P, & L. a/c 

{14,820 0 0| I I 14,820 0 0 


758 1 C 
443 16 0 


Ford (Consignee) 


Apl. 28 To Oon- 

sigmneut 14,820-0-0 | 


14,820-0-0 i 


Feb. 27 By B. E. 10,000-0-0 

Apl. 28 „ Consign- 
ment 758- 1-0 
„ „ B. E. 4,061-19-0 

14,820-0-0 
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LEDGER 

Consignment to Cape Town Account 


Goods sent on Consignment Account 
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If however the Balance Sheet were to be prepaied 
before any sale could take place say on the 31st March, 
1927 the consignment account will be shown as a del)it 
balance of £13,618-3-0 (i.e. £135504-32-9-6 4-£l5-13-6) 
and the Balance Sheet would have been as under — 

Balance Sheet as on 31st March, 1927, 


Liabilities. 


Assets. 

Consignment a/c £ 13,618-3-0 
Less Advance 


from Ford. 


10,000-0-0 


3,618-3-0 


Suppose that on 31st March, 1927 an advice is 
received that only 60 bales have been sold at £150-0 
a bale and we are asked to close the books the expenses 
will have to be apportioned as under: — 


Freight 
Shipping 
Insurance 
Landing Charges 


£ 27 
2 

22 

17 


10 

7 

12 

1 


69 10 6 


This amount is to be apportioned as 60:40 i e. 3:2, 
therefore £ 41-14-4 will be charged to the present sale 
and £27-16-2 charged to the stock. 



Mar.3,1 By Ford sale 
of GO bales 

. at£l50eadt 9,000- 0-0 
„ „ ■ Stock 

■ 40 bales @ 

■ £■ 135-1,0-0 
plus expenses 

■ 27-16-2 .5,447-16-2 


1927 

Jan. 15 To good^ 
sent on 
{'onsign- 

ineDt 13550- 0-0 
„ To Cash 52- 9-6 
Feb.27 „ Discount 15-1B-6 
Mar.Bl „ Charges 17-1-0 
„ „ Commi- 

ssion 450- 0-0 
„ „R&.L.a/c 362-12-2 


& 14,447-16-2 


S 14,447-16-2 


Apl l To bal. 5,447-16-2) 

Ford (Consignee) 

MarBl To Consignment Mar31 By B. E. 10,000-0-0 
,, a/c 9,000-0-0 exps. 17-1-0 

„ balance 1467-1-Oj Commission 450-0-0 


£ 10,467- 1-Q 1 -0 

Apl.l By balance 1467-i-O 
Sometimes -when the consignment has not been 
fully sold the stock is shown after including the propor- 
tionate charges. If these charges are not Lnclnded 
generally it is giyen as stock at cost price. 

Some; traders do not debit consignment account 
and credit ‘Goods sent on consignment account’ at 
the cost price but with the addition of a little 
percentage of profit. If the whole consignment is sold, 
'fhere will be disturbance; but if there is stock on 
handiat the time of dosing and the goods sent on con- 






sigmnent ^account is transfen^ed to the Trading account 
it will be credited hot only with the cost of bhe stock 
on hand blit also with th^ perceiifcage. Ibis for 
this reason that in such a case the following adjusting' 
entry is necessary for the amount of the pro Rb per- 
centage on the sbock on hand. 

Groods sent on Oonsignment account Dr. 

To Consignment Eeserve account. 

This will liaye the effect of redacing the credit of 
tlie Trading account and so the profit on the unsold 
stock will not be taken. When the whole stock is sold 
the coiisignment Eeserve account will be transferred 
to, P. & L. account. ■ ' 

Example — Ooiisigiied goods of Es. lOOUO (-»cost 
price ) charging them 10% higher. One fourth portion 
of the consignment is still unsold. Sliow the necessary 
adjustments. 

The price of the balance unsold is cost piice 
Es. 2500 added to it the percentage of expenses Es. 250 
4, e, Es. 2750. .. 


Goods sent on consignment a/c 


To Consignment 
Eeserve a/c 

„ Trading a/c 


By consignment 
a/c 


11000 - 0-0 



Consignment Reserve Accoimf; " 

By Groods sent on 
Consignment a/c 250-0-0 

The above account will be tonsfen ed to P. & L. 
account when the whole stock will be sold and till then 
this balance will appear in the Balance Sheet. 

Consignment Inwards. 

It has already been explained that to the consignor 
the consignment is Consignment Outwards but to the 
consignee the same is Consignment Inwards. In this 
case he receives goods for effecting sale and charges 
his commission. He will only hold the goods in trust 
for his principal till they are sold or returned back 
and will sell them at the price indicated by the Fro 
Forma Invoice. 

'' The following entries will be passed, in the books 
of the consignee. 

1. On receipt of the goods, no entry will be pass- 
ed, but in a statistical book record will be made of 
goods received as per Fro Forma Invoice. 

' i ' 2. If any expenses are incurred, debit the con- 
signor and credit cash or presonal account according 
as the transaction is cash or credit. 

' B. ‘ When a bill, cheque or cash is sent to the 
consignor or a bill is accepted for him, debit consignor 

predit'BrP^bii^ ;cash account as the case 




4. Wken tlie sale is effected debit cash, or party 

and credit the consignor according as the sale is cash 
or credit. .. , * 

5. For comniissioii debit eosignor and 3, credit 
commission account. 

6. When account is closed by paying the balance 
or by a bill for the same debit consignor and credit biJi 
or cash as is the case. If the consignment is fully sold 
or partly sold or absolutely unsold, the position of the 
consignee is not affected. 

Taking the same example the entries will be:— 

Consignee’s Books. 

Journal. 


To (Consignor) 

To cash 

(For landing charges) 


(For draft accepted as 
advance against the con- 
signment) 


To Low 

(For the sale proceeds 
of 100 bales) 



Low 

Dr. 

741 0 0 


To Commission 

(For commission at 5% on 

£U820-0-0) 


^ 741 0 0 

Low 

' Dr. 1 

^4, €61 19 € 


ToB. P. 

(For accepting- the bill of 
Low for the balance). 

, j 

i 

4,0(11 19 0 


Low (Consignor) 


To cash 

17 1 

0 

Bv Cash 

1 -4,820 0 0 

n B-P- 

10,000 0 

0 



„ Commission 

741 0 

0 



„ B. P. 

4,061 19 

0 




14,820 0 

0 


14,820 0 0 


There is also one more method that is followed 
, ; ; by some accountants and is called the practical method 
, I ; ,1 jt : as opposed to the theoritieal one explained above. 

' Secotid Method. 

j.; V 

I ' ^ ! v! ! f ‘ • r i ' ; ’ ; , : ^ ; 

•i* , pi;:,, r',, ' ' ' : 


donsjgnjpent Inwards accoantj and 


debit; til e s%ine with tire Pro Forma invoice price of the 
goods received,;. and credit the' consignor. 

For expenses debit Consignment Inwards 
accoiintj and credh cash or person according as the 
expenses are paid for or are to be paid. 

When advance is sent debit consignor, and 
.credit bill or cash. 

4. For sale debit person or cash according as the 
sale is cash or credit and credit Consignment Inwards 
account. 

5. For commission debit Consignment Inwards 
account, and credit commission accoimt,. 

6. Transfer tire balance of the Consignment 
Inwards aecoTint to tlie consignor’s account. 

7. Dehit consignor, and credit cash or bill sent 
to liim to settle the account. 

If however there is a balance of stock unsold the 
Consignment Inwards account slionld be credited with 
the price of tlie stock on hand, and the balance canned 
down. The same amount will be shown as a credit 
balance in the consignor’s account. 

The main cause of difference between the two 
methods is that in the first method no entry is made 
for goods received for sale, but in the second this is 
recorded by giving credit to the consignor. The 
objection to the second method is that no relation 
of the nature of a debtor or* creditor is created by 



simply accepting a consignment for sale but by 
crediting the consignor in our books for the goods 
consigned, we assume undue responsibility. But it is 
contended that mere statistical record is not satis- 
factory. Again the consignee is also interested in the 
result of the consignment, and wiiether there is a 
profit or not can be better ascertained by following 
the second method. However the first method is 
more simple though it may not be so perfect as the 


Consignment Inwards a/c. 

Dr. 

To Low ( Consignor ) 

- (For goods received on 
consignment.) 


Consignmentinwards a/c. Dr, 
To cash 

‘ ; | (For landing charges) 


:|For bill accepted by way 



To consigriment iDwards 
- a/c. 

(For sale of tke goods). 


■Consignment InwardS' a/c. 

Dr. 

To commission ’ 

(For 5% commission on 
the sale proceeds £14,820). 


Consignment Inwards a/c. Dr. 
To Low 

(For profit on the sale of 
the consignment trans- 
ferred). 


ToB..P. : 

(For the amount of the 
balance in favour of the 
consignor adjusted by 
accepting liis bill.) 


Consignment Inwards Account. 


To Low 
„ Cash 

„ Commission 
Low 


13,550 

0 

0 

17 

1 

0 

741 

0 

0 

511 

19 

0 

14,820 

0 

0 
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Low (Coosigfior) 


To B. P. 


10,000 0 0 By OoDsi^^n- 
ment In- 
wards 13,550 0 0 


Assuming that in the aboye example only -90 bales 
have been sold for £13,500 and the balance of Mr.Low’s 
account £2807-19-0 has been adjusted by means of a 
B. P., the accounts will appear as under:™- 


Consignment Inwards a/c. 
13,550 0 0 By Cash 


Stock 10 
bales at 

£135-10 .1,355 0 0 






Low (Consignor) 


By Consign^ , 
merit "in- 
wards 13,550 0 0 


Transfer 
from con- 
signment 
account 


The amount of the second bill is arrived at as 


under 


Sale proceeds 
Less expenses. 

„ Commission 
„ B.R 


Joint Venture, 


To quote BelFs Principles, ‘Joint Adventure or 
Joint Trade is a partnership confined to a particular 
adventure, speculation, course of trade or voyage and 
in which the partners, either latent or known, use no 
firm or social name, and incur no responsibility beyond 
the limits of the adventure.’ In short it is a joint 
trading by two or more firms or persons who provide 
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for the cost of the goods and expenses ai|d later on 
share the profit or loss of the transaction. It is also 
cfdled Joint Account, Joint Consignment or Joint 
Venture; It differs from the Consignment as in this 
all the parties are partners, while in the latter one is a 
principal and the other is his agent. Moreover all the 
partners share profits and losses, while the agent has 
nothing to do with the profit or loss his remaneration 
being his commission. 

This temporary partnership is formed generally 
with a view to reap additional advantage by the 
combination. Some one may have good financial 
resources, another may have the advantage of having 
on very favourable terms; another may have good 
opportunities of selling the goods at very lucrative 
prices. 

Each paity opens in his books a joint venture 
account and debits and credits the same for the 
necessary operations. There is also a personal account 
of his temporary partner who is debited for all 

benefits given to him and credited for all benefits 
given by him. When the venture terminates the 
joint adventure account is closed by transferring the 
profit or loss to the parties in the proportion agreed 
upon. 

So in the books of each of the parties there will be 
a Joint Venture account and one or more personal 
accounts_ as the case may be. The joint venture 
account m each case will be the same. The personal 
account will be eloscil by taking or giving whatever 
IB due. - ^ ‘ * 






Sometimes one of the parties is entrusted with 
the sole management and he is giv^en some extra 
rem line ration for the additional work, and it is charged 
to the joiiit Tentnre account. In many cases^ interest 
for smiis advanced by the parties is also charged, to 
this account and credited to the parties. 

If at the time of closing, the venture is not 
complete the joint venture account, and the parties’ 
accounts will be shown in the Balance Sheet. 


The following entries should be passed for record- 
ing the joint adventure transactions : — 

(1) Debit Joint Venture account for all expenses 
incurred for the same including the cost of goods, ind 
credit cash or personal accounts according as the 
transaction is cash or credit/ 


(2) When the sale is effected debit cash or 
person, and credit joint venture account according as 
the transaction is cash or credit. 


(3) If the other party incurs any expenses, or 
purchases goods, debit Joint venture account and 
credit the party. For sale effected by him debit his 
account (or debtors if a credit sale) and credit the joint 
venture account, 

(4) If any remittance is made debit the other 
party, and credit cash or bilL If on the contrary 
cash or bill is received debi| the same and credit 
the other party. 



(5) When all the expenditure and sale is taken 
into account balance the joint veutnre account and 
transfer the profit or loss to the parties coiieerned in 

I . , o 

the ratio agreed upon. 

(6) If there is a balance on the personal account 
it will show the amount due to or by him, 

(7) In some cases interest is allowed to the 
parties concerned and it is to be adjusted In- debiting 
joint venture account, and crediting the various 
parties. 


• ^ (8) If thefe is a balance of stock on hand at 
the time of closing, the joint venture account will be 
credited with the value of the stock, and will be shown 
in4;he Balance Sheet, 


Example — A and B enter into a joint venture and 
agree to share profits and losses in the ratio of 3: L 
On ^ the I5th February, 1928 A purchases goods of 
!Es, 7823-0-0 and sends them to B paying freight 
Rs; 312-8-0, insurp,nce Rs, 16-11-0, and other charges 
Rs. 123-11-9 and draws a bill for Ife. 9,000 on B. 
B sells these goods for Rs. 10,681-8-9 and is allowed a 
commission of gs. 96-3^0. He spends Es. 217-7-0 for 
godown and pther expenses, A di-aws a bill on B 
forthe halan<>e. • Prepaid the ledger accounts in the 
ledgers of A and B. 





A’S LEDGER. 

Joint Venture Account with B, 


To Cost of ; By B for sale 


goods 

7,823 

0 

0 

proceeds 10,681 8 9 

,, Fi-eight 

312 

8 

0 


,, .Insurance 

16 

11 

0 


,, Other exps. 

123 

11 

9 


,5 B for (Com- 





mission) 

96 

3 

0 


„ B for (Exps.) 

217 

7 

0 


„ P. & L. a/c 





fth. share 

1,569 

0 

0 


„ B, share 





of profit 

523 

0 

0 

» 

10,681 

8 

9 

10,681 8 9 


B’s Account. 


To sale of By Commission 96 3 0 

goods 10,681 8 9 

„ Expenses. 217 ■ 7 "0 

„ B. R, 9,000 0 0 

,, Joint ven- 
ture Jtk 523 0 0 

Share of 
profit 


844 14 9 



To A^s account for 
cost grand 

7,823 

U 0 

„ A’s account for 
freight. 

312 

8 0 

„ A’s a/c Insu- 
rance. 

16 11 0 

„ A’s other exps. 

123 11 9 

„ Commission. 

96 

m 

„ Expenses. 

217 

m 

♦, P. & L. a/c ith 
share of profit. 

523 


„ A’s a/c fth share 
of profit. 

1569 

0 0 


10,681 

8 9 


To B* P. 


Accouiit 


‘9,OC0 0 0 By Joint Toat'or© 
oii ^ i^econnt for cost 
B44 14 - O ■ of goods ' ■ ^ 


7,823' 0 0 
„ „ freiglifc 312 8 0 

»» « 16 11 0 

„ „ other exps. 123 11 9 

IT „ I th share of 


B^s LEDGER. 

Joint Venture Account witli A. 







1 1 ) I repare a consignment Account from the* 
following iiarticnlars, showing the Profit or Loss on 

the transaction : — * 

Mareli 2. Consigned goods to . 

J. Jones & Co. 1,500 0 0 

,, Paid CaiTiage, and Insurance on 

the same. 50 0 o 

,, 19. Received Account sales from 

J. J on es & Co. sh owing that til e y 
had sold half the goods for 1,000 0 U 

5, 21 . Received further Account Sale 

from J. Jones & Co. for the » 

balance of goods. 750 0 0 

His charges were as follows: — 

Siindj,\y Expenses 75 (» ^ 

Commission 87 0 (f 

„ 2J. Received a cheque from J. Jones 

&Co. for amount due from them 

(2) i^lessrs. Jones & Co., of Leeds holding goods 
which cost them £1,800 consigned them to Messrs, 
ilirsinghi & Co., Calcutta, on March ITth 1911, and 
rendered a proforma invoice for £2,000. They paid 
for freight £60, and for insurance £10, and drew on 
Messrs. iMirsinghi & Co. at three months sight for 
£1,000 against the shipment selling the bill to the Bank 
of Bengal, Calcutta. A commission of 24 per cent, 
and an additional par cent f)el Oredre commission 



itic paj'ittuc on ojues. iviessr.^. Jiirsiiighi my^epied 

the Bill on May 1st, and obtniiiod t ht* ,»o.>ds half of 
'which they sold for fi 1,100, ^r,-,Ks ,,;i .Mav loti, 
and the reumitider on Noveinhor 1st, fur „.|.ohs' 

In the first ease, the charges for landing, and storage 
amounted to £20, and in the latter to £ :i.>. In each 
case, they deducted commission, and remitted drafts 
at three montes sight for tiie halance. Write up the 
account as they would appear in the books of the 
consignors, and prepare A/S. 

(3) Messrs Madan & Co. of L, 
goods to Messrs. Cox & Co., Sytlney 
£12,700, and paid freight £2'7-10-0 
other charges £17-16-9, 

£10,0 !jO. The bill was duly 

discount paid was £20. Messr. 

Accoutit Sales showing the sale proceed 
and charges of landi?)_^ 

They charged commissioji o' 
del credre commission 14% on £ 6,000 
above transactions in the book * 
and the consignee, and find the 
Messrs. Cox & Co. 

(4) Received consignment of g 
yaked at £ 760. Terms Age'^ 

0 % on all sales, del credre commissioti 2^% on credit 
transactions. Paid customs duties £2.5-1 4-9- Landino- 
;Charges.and carriage £8-14-9, Kre Insurance £9-10.o'^ 

“ advanee of £225. Sold part of 
:;Rpwell.s eoasgnment, to H, Thompson for £120 
i475,ia5d took worth £200 into stock 


cion consigned 
to tlie cost of 
insurance and 
and drew on them, for 
diseonnted, and, .the 
*s. '.Cox.' & Co*' sent' tlieir 
is as £.14,1129^17-0 
n and other things at £129-9-0. 
>% on Sale |.)i‘o«,^eeds, and 
K ... Show,': the" 
ks of both the coBs;!,gii.ot 
ainonriti:'dti,e.:''.:fro,i:n'. 



for our owii use. Paid brokerage Sl2, Sent J. Eowell 
A/S and siglit draft the balance due. Make tlie 
necessary entries in the books of the consignee and* 
show the balance due, and prepare A/S a^lso. 

(5) Tlie Cbandausi Flour Mill Ltd., Clmndausi 
consigned 1,000 bags of flour to B at Aden at Ife. 25 
iiichiding packing, and other charges. B paid Rs. 72 
coolie and carrying charges and Rs. 17 as the municipal 
and dock charges. 200 bags were sold at Rs. 22 each, 
and 300 bags at Rs. 21-8-0 each. 5 bags were spoiled 
in transit and the remaining bags were cleared at 
Rs. 28 each. The selling commission of 2-p/o was 
charged. The Ploiir Mill had already drawn a B/E. 
for Rs. 15,000 and the balance was received by cliecpie. 
Pass the necessary journal entries in the books of tlie 
consignor, and write out the consignment andB’s a/cs 
in the books of the Mill. 

(6) A sends out a consignment of the value of 
ife. 5,000 to B, drawing on the latter for Rs. 4,000 as an* 
advance against the same, and pays Rs. 475 for 
freight, and other charges. B pays Rs. 250 for duty, 
dock dues etc. He sells on credit half the lot for 
at Rs. 4,200 and half of the remaining is sold for cash 
Rs. 2,000 B’s remuneration is per cent, on the 
sale proceeds. 

B sends out Account Sales, and a draft to A for 
the balance as shown therein. Rs. 1,250 worth of 
goods are on hand with B. Open the necessary 
accounts in the books of A and B^respectively recording 
the above transactions. 



XI J XiUwaras cv t;o., Lomion eonsioup,! 

to Messrs. Thomas & Co., of Sydney 1,000 blankets 
hf £0-9-6 each, 1,000 pieces of eoatinir '>1 24 vds. ea<-!i 
@ 5d. ,a yardy and 2, COO piece.s of Sliirtin^- of 24 at 
5d. a yd. and 2,000 pieces of .shirting-' of 24 Td-;. each 
@ 2id. a yard, and paid cartage, and packing charyes 
£11-5-6, railway freight £2-10-0, and marine iirsurance 
and freight £23-12-0. At Sydney Messrs. Thomas & Co 
paid landing and other charges on the tiuee bale.s 
£0-13-6 per bale, and cartage to the shoii O' 0-1-3 
per bale. £32-9-6 were paid by way of customs 
charges. 300 blankets were sohl (a. 900 

0-13-6, and 400, at 0-15-0, 50 blankets were "found 
damaged, and were sold for £l.i in a lot. 500 pieces 

of,coating were sold for 15.S, a piece, and 300, at 18.s. 

a piece. All the shirting pieces were sold at 5d. a yd. 
Ihomas & Co. charged 5% comniis.sion. and 2.V«« 
del eredre commission on £ 1,280, which was tdie 
ioiount of the debtors. The expenses are to be charged 



transactions would appear in the books of A and B 
respectively, assuming that the final settlement is made 
between them. - 

(9) A and B enter into joint Venture to ship 
go(-ds abroad. A sends goods to the value of £],000 
pays freight £100 and sundry expenses £* 150 ! 
fihese transactions take place on January 1st 19^‘^ 
B sends goods valued at £750 on February 1st arj 
pays freight and insurance £80 and sundi^' expenses 
£50. B advances to A on March 1st. £450 on account 
of the venture. The whole of the goods were sold 
for £2,500 on 1st. Apiil and the amount was received 
by A. Final settlement between A and B was made 
on 30tli April 1922. Show these transactions of the 

venture in the Books of A and B respectively. ’ 

(10) A of Ahemdabad and B of Bombay enter 
into a joint venture to consign 100 bales of cloth to 
Calcutta to be sold on their joint risk, which is .in 
proportion of 3/5 and 2/5 respectively. 

A sends 60 bales at Rs. 1,200 each paying for 
expenses Rs. 1,800. B sends 40 bales at Rs. 1,000 each 
paying for freight and other charges Rs. 1,000. 

All the bales are sold by 0 for Rs. 1,40,000 out 
of which C deducts Rs. 600 for his expenses, and 
charges commission at 3 per cent. Eemits a B/E for 
Rs. 70,000, which being payable at Ahmedabad, is 
cashed by A, who retains the proceeds of the same. 
The balance is remitted to B. 

Prepare the joint venture accounts, and the 
Co-adventurer’s accounts in th« ledgers of both the 
Co-adventurers. 


f 


ANSWERS. 

Exercise 1. 

Totals of the Journal. 


(1) Rs. 8,530 

(4) Rs. 3,420 

(7) £4,675-15-0. 
(10) £661-10-0. 


(2) Rs. 14,325. 

(5) Rs. 18,057. 

(8) Bs. 4,615. 
(11) Rs. 16,310. 


(3) Rs. 4,610. 

(6) Ite. 7,648. 

(9) Rs. 14,215. 
(12j Rs. 8,562. 


Exercsie II. 

Trial Balance totals by the third method. 


(1) £492-16-10. 

(2) Rs. 525 

(3) £1,830-10-2. 

(4) £1,375-18-6 

(6) Rs. 5,775 

(6) £1,173. 

(f) Rs. 4,360. 

(8) Rs. 9,915. 

(9) Rs. 13,000. 

(10) Rs. 27,000. 





Exercise III. 



Grross 

Net Bal. of 

Total of 

Profit. 

Profit. Cap. %. 

B/S. 

1. £2,971-13. 

L. 962-15-6. 6,799-7-10, 

5,799-7-10. 

2. Rs.40,000. 

36,000. 

86,000. 

96,000. 

3. Rs.46,500. 

36,600, 

69,800. 

87,800. 

4. Rs. 3,911 

3,338. 

16,420. 

22,747. 

S. Rs. 34,000. 

32,950. 

82,950. 

132,950. 

; 6^ £3,310. 

^^790. 

11,790. 

13,510. 

i 7. L. Rs.20,690. 

L. 34,360. 

2,490. 

92,340. 




* 

! 



Gross 

Profit. 

8. L. Rs. 8,307. 

9. Rs, 9,170. 
10. £ 1,196-9-9, 


V Total of 

Profit. Cap. a,^. B/S 

L. 7,604. , 5,870. 8,07^. 

6,913. 31,913, 

347-19-7. 4,422-9-7. 

Answers to examples in Exercise II 


. 34,703, 
5,531-14-5 


1. £ 55-3-6 

2. Ks. 6-3-8 

3. £ 57-1-1 
*4. £511-17-6 

5. L. Rs. 167 

6. £ 259 

7. Rs. 750 

8. L. Rs. 385 

9. Rs. 832-8-0 
10. Rs. 2,350 


278-15-4 

496-3-8 

1,797-2-6 

1,076-8-6 

3,468 

1.179 

4.180 
4,7.30 

10,672-8 

27,158 


428-15-4 

521-3-8 

1,877-11-3 

1,852-7-0 

5,498 


650 

L.490 

672-8-0 

2,158 


4,790 

9,275 

13,672-8 

29,158 

^ g. 


Cash Bal. 


Bank Bal. 


Discount. 

Or. 


1. £236-16-10 — _ 

2. Rs. 5,476 16,174 _ 

3. Rs. 500-10-6 885-8-0 (Cr.) 10-0-0 

4. Rs. 687-0-9 7,885-2-3 

5. £ 25-7-2 0-4-8 

6. Rs. 9,084-15-0 5,156-6-6 


(Or.) 1-10-2 1-4-4 

192-8-6 30-0-0 


All types of goods taken into one account, 



9. Cask Book Imlance £600-10*10. 

1 Pass Book balance Rs. 2,299-15-:i. 

12. Amount received from the casnier 

r, ' 

13. Petty cash balance Rs. 17-3-9 

14. Petty cash balance Rs. 8-7-0. 


Gross profit Met profit Bal. ofCap.iJc Total of B/S 

1. £ 106-1-6 99-1-0 484-1-0 652-16-0 

2. £ 420-10-1 375-13-2 1,909-6-6 2,384-5-11 

3. Rs. 6,520-0-0 4,332-0-0 84,332-0-(» 42, .382-0-0 

4. Rs. 191-9-6 146-19-0 2,146-10-(i 2,794-0-0 

5. ' Rs. 2,850 1,348-0-0 30.900-0-O 37,700-0-0 

8. Bad Debts fi 609-0-0. 

9. B’s account Dr. Balance £ 375. 

16. Bad Debts Rs. 274-8-0. 

dl. Total of the Bill Book £ 1,410-5-6, 

Gross profit Net profit Bal. of Cap. af- Total of B/IS, 

13. Rs. 3,410 Rs. 1,895 Rs. 18,122-8-0 Rs. 20,682-8 

14. „ 12,500 „ 5,825 „ 265,900 „ 282,050 

15. ^ 1,820 L. „ 1,725 „ 20,495 „ 26,925 


. . Charged to P. & L. 

1. 1st year's 1,900 2nd year £ 500 
, 5 jjhp^serve fi 61-7-10-0. 

'2.f t ! i 1 ' ‘ ; ■ 'Si;265: S925-11-0. 


Discoiiiife 


t.,, 

Gross 

Net;: 

Bal. of 

Total of 


Profit. 

Profit. 

Cap. %. 

B/S. 

3. fis. 

12,800 

5,380 

31,450 

39,3^0 

4. Rs. 

92,500 

71,850 

140,650 

. 208,150 

5. £. 

26,263 

14,658-10-0 

54,658-10-0 72,658-10-0 

6. Rs. 

11,300 

7,500 

23,400 

26,900 

7. £15,767-13-0 

7,186-0-10 

32,165-3-9 

43,044-1-3 

8 . £ 

5,208 

2,073-2-6 

. 2,899-2-6 

3,224-2-6 

9. Rs. 

28,000 

11,675 

.41,675 

95,925 

10. L Rs. 34,571 L. 43,824-8-10 

106,175-7-2 141,071-7-2 

11. £ 

4,297 L. 

1,342-10-6 

9,312-9-6 14,429-19-6 

12. £ 

29,180 

21,839 

. 67,439 

95,929 

13. Rs. 

15,474 

8,946 

48,050 

78, §34 

14. £ 8,588-8-11 

4,376-17-4 

16,157-19-4 18,612-2-11 

15. £ 1,541-15-5 

1,074-6-3 

5,640-4-8 

7,857-19-9 

16. £ 

1,6.50 

825 

6,125 

7,675 

17. £ 

3,100 

1,070 

5,815 

9,045 



Exercise VII. 



1. Profit reduced by 

3. „ balance 

4. 5 , increased by 

5. Suspense account Or. balance 
C). Profit increased by 

Suspense ^ Cr. balance 
7. Profit reduced by ^ 

Suspense a/c Dr, balance. 


Es. 

70 

0 

0 

11 

25,450 

0 

0 

11 

3,800 

0 

0 

If 

400 

0 

0 

11 

8 

7 

9 

11 

936 

6 

0 

11 

0 

0 

11 

11 

35 

1 

10 

11 

259 

12 

6 



'1. Gain Es. 38. Balance due Rs. 1,388, 

2. „ , £ 571.'’ Draft for £ 1,441. 

3. „ £ 1,198-11-1. Amount due £3,963-17-10. 

4. Balance due £473-5-6. 

5. Loss Rs. 996-12-0. Due from B. Rs. 9003-4-0. 

6. Gain Rs. 1,751-4-0. B’s a/c Dr. balance Rs. 1,795 

7. „ £729-0-1. Balance £1,126-12-6. 

8. „ Es. 6,725. Due to B. Rs. 22,062-8-0. 

9. „ £ 370. A debtor to B for £1,515. 

10. „ Rs. 20,400. B debtor to A Rs. 16,040. 



TEST QUESTIONS. 


CHAPTER 1, 


Wliat is book-keepitig ? 

Explain fully the theory of Double Entry 
System of book-keeping. 

Wiiat is a journal, give its ruling. 

GiTe the advantages of Double entry System, 
Write short notes : — 

An account, a ledger, and a narration. 


CHAPTER II 


Explain tlie xises of the different columns of 
each side of the ledger. 

When are amounts entered on the debit and 
credit sides of a ledger account? 

What is a Trial Balance ? Explain the important 
methods of preparing the same. 

What are the common errors that disturb the 
agreement of a Trial Balance, 

What errors cannot be^disclosed by a Trial 
Balance ? 


r 
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CHAPTER III. 

1. What is^ a Trading Aceonnt, and liow is it 
Compiled ? 

2. Ho-w and at what price tlie closing stock is 
taken into account? 

3. What is a Profit and Loss account and what 
information does it give ? 

4. What is a Balance Sheet and what is its 
function? 

5. What are assets and liabilities ? Explain fully 
the various subdivisions of assets. 

'e. Is there any rule for writing the assets in a 
particular order? 

CHAPTER IV. 

1. Why is a separate book kept for cash trans- 
, actions? 

2. How many forms of Cash Books are in use ? 
.Explain them. 

3. How is discount recorded in the cash book and 
how is it posted? 

4. What is a Reconciliation statement? How is it 

compiled? ' • 

Whatisthehestway of recording petty cash 
payments?.; 

-•W^tanalhe adTantages.JBf ‘Imprest system of 
Petty Cash?' . 


1 


1 . 

2 . 

3 . 

4 . 

5 . 

6 . 




CHAPTER ■ V. 


How are piu'cliases recorded? ♦ 

What is a Sales Book and how is^’it written? 

What are the advantages of keeping Parchases 
and Sales Books? 

What are Eetiirns Books and for what entries 
are they used? 

What are columnar Purchases and Sales Books. 

How items are posted from Bought Book and 
Return Outwards Book? 


CHAPTER VI 


Why adjustments are necessary at the time of 
dosing the hooks? 

What is the procedure adopted in adjusting Bad 
Debts Reserve account ? « 

What is depreciation ? Why and how is it 
provided ? 

What is accrued income? How will you treat 
it in accounts? 

How is the amount paid in advance brought 
into account at the time of closing ? 


CHAPTER VII 


How an error can be rectified. 

. . ’;■■■ ■■ 9 

What errors require rectifying entries? 



3. How wm you tiy to detect errors when a 'Trial 

Balance does not agree ? 

4. How can errors in calculations be avoided as 
far as possible? 


CHAPTER VIII. 

1 . Define a consignment, a consignor and a eon 

signee. ' 

2. How should consignment outwards be deali 
with in the books of the consignor ? 

3. What is a consignment Inwards Account? 

Dive formula to record transactions rcgardincr 
r the same? * 

How will you deal with the consignment 
account when the stock is not fully sold at the 
tim© oi elosirig? 

5. What is a Joint Venture? How does it differ 
irom the coni^ignment? 



SUPPLEMENTARY EXERCISES 

(Selected from the various examination papers) 


1, Mr. Ramcliandra Eao opened his shop in Delhi 
with the following balances on 1st July, 1926: 
Cash Be. 2,507, Bank balance Rs. 3,312, Debtors Rs. 8,520, 
Durnitiire Rs. 1,728, Groods Rs. 24^372. He owed 
Rs. 12,350, to The Bombay Co. Ltd., and Rs. 17,850 to 
the Indian Export and Import House, Calcutta. 

Enter in suitable books, post the ledger, and 
prepare a T. B.:— 

July 7. Purchased goods from A. Allen . 8,320 

8. Received from. Debtors . 2,350 

8. Sold goods to B. Burn . 5,782 

9. B. Burn returned goods Tio 

12. Returned goods to A. Allen 72T 

17. Paid by cheque to A. Allen 3,520 

They allowed discount 305 

19. Received a B. R. from B. Burn for 3,400 

20. Paid cash for goods purchased locally 720 

22. Gave a B/P. to The Bombay Co., Ltd. 5,750 

25, Purchased goods from The Indian Ex- 
port and Import House 2,372 

25, Paid wages 370 

25. Paid by cheque, salaries 1,720 

27. Received from the debtors and paid the 

same into the Bank 4,375 
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July 29. Purchased goods from C. Carter 3^225 

„ Sold to B. Best goods 

30. Dre?v from Bank for private expenses 700 

31. Eent due to Landlord I40 

» due to workers 

M r September, the State of affairs of 

follows .--Cash in hand £75, in 
Bank £8o0, Goods £925, B. R. £132, B. P. due 1.5th 
September £246, owing by A. Boyd £67 and bv Neal 
Dow £31o, owed to P. Basile £100 and Dore & Co. 

Iransaetions during the month wei-e 

Sept. 1 . Purchased goods from Clay 
„ 2. Sold E. Prome goods 

^ „ 3. Bought of Dore & Co. 

5) 3, Sold F. Grey goods 

„ 0. Paid Dore & Co. Cash £50 P. N. for 

filOO, allowed discount £4. 

„ 8. Drew from Bank 

„ 10 Bought goods for Cash 
)) 11. Sold A. Boyd goods 
n 12 . Sold Neal Dow goods 
„ 13. Received from A. Boyd £80 Dis. £2 

2Sr|ov!'®P*“‘^®f«»iN.Dowdue 

„ 15. Sold pods for Cash up to this date 

^ B. P, due totpy paid by cheque 


S 204 
28 
112 
40 

154 

125 

136 

48 

56 

82 

200 

305 

250 

246 


Mi 

ti 

iti 


Sept, 

■ M 

20. 


22. 

■ 1? 



23. 

. r? : 

25, 


25. 

?? 



26. 

,5 

30. 


30. 

U 

30. 


Sold E. Frome- goods ■ 

Forward^^^H^ 60 days 

siglit upon Neal Dow ■ 'ISC^' 

Sold goods to Tom Fox forP/N. at 
■ ■'3 irios. • 75 ' 

E, Frome pays £58 Discount £2. 60 

A. Boyd becomes insolvent and pays 

6/8 in tlie £. , 11' : 

B. R. duly met in Cash 132 

Boiiglit with Cash a bill and sent 

same to Basile in settlement of 
aecoiint 100 

Sold goods for cash up to this date 185 

Paid into Bank 200 

Paid expenses this month by cash • 

10, cheque 25 35 

Value of goods unsold £750. 

Enter the above transactions in proper books, po«t 
them, close the accounts, and prepare P. &; L. account^ 
and Balance Sheet as on 30th Sept. 

3. On 1st January 1931, H. Wood commenced 
business with a capital of Rs. 30,000, of which Rs. 25,000 
was paid into a banking account and the balance was 
retained in hand for business purposes. During the 
month of January his transactions were as follows : — 

January — 

1 Purchased goods from A. Smith by cheque 7,000 

2 Sold goods to W. Williams blO 

3 Bought furniture for cashp 5d0 


f 





Janaaiy — 

4 Purchased froni W. Lee goods 
' 7 Purchased from J. Carr gooi Is 

8 Paid "WL Lee cheque irj full settlcineiit 

13 Cl oods bought for cash 

14 Sold goods to S. Hart 
1(J Received cash from, W. Williams 

Discount allowed 
31 Cash sales for the month 

Paid Establishment charges in cash 
Remitted to the Bank 
Paid rent by cheque 
Paid sundry trade expenses in casii 
Stock on 31st January 1931 valued at 

Enter the above transactions in the subsidiary 
books, post to the ledger and prepare a trial balance, 


J!s. 

580 

230 

5(10 

150 

130 

500 

10 

1,400 

120 

0,350 

50 

300 

6,380 


4. On 3rd January, 1928, P.C. randan commenced 
business with a capital of Its. 3,750, represented by 
cash m hand Rs. 1,250, Stock Rs. 2,000, and Fixtures 
and Fitting Rs. 500. 


: i by means of the Journal and then 

; post the following transactions through the proner 
..Jbsidiaiy books to the Ledger. Also take oii a 


4^ Bought goods from F. Govin 


[old gpo^ toJB. Slynn 


Rs. 

1,000 

350 

500 



192S. 1^. 

Jan.. 4 Bouiiiit additional fixtures from the 

.Mr)on Furniture Mart 250 

5 i^aid Carriage oil Fixtures by calli • 25 

Sold g'oods to L. Ban ' 025 

,, 6 Eecei^ed from E. Slyan Casli 475 

Discount allowed 25 

Cash Sales to date ' 1^5 

„ 7 Paid into Bank 450 

„ 8 Paid Wages in cash 50 

Withdrew cash for personal use 40 

Piireliased goods at auction by cheque 60 

„ 10 Accepted a B/E. drawn b 3 " the Moon 
Furniture Mart at 3 m/d. 

,, 12 Received cheque from L. Eau 875 

j, 18 Paid cheque into Bank 875 

Bought goods from E. Prasad & Sons 750 

,, 14 Returned part of goods to E. Prasad 

& Sons 125* 

,j 15 Casli Sales to date 175 

Paid F. Govin by cheque on account 200 
Paid Wages in Cash 50 

Witlidrew hj cheque for personal use 40 

Taking Rs. 8,725 as the closing stock prepare 
Trading, P. & L. account and the Balance Sheet. 


5. Mr. Eambhaii; Druggist commenced his 
business in Bombay on 1st January, 1925 with the 
following assets : Cash Rs. Sj500. Bank i^. 3,750. 
Medicines Rs, 17,400. ‘Surgical instruments Rs. 4,292' 


f 
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Horse and Cart Rs. 875. B. E. Rs. ],=ian. 3Iess,.,s. 

Powell & Co. owed him Rs. 3,144. R.. 8,4!).5 -ivere 

due to Messrs., Kemp & Go., and Rs. 3,796 to ,Mes.srs. 

Philips & Co, 

5th Jan. Borrowed Its. 7,000 from B. Earn Xarain and 
paid the same into the Bank. 

8th „ Purchased from Messrs. Keni]) & Go. 

medicines Rs. 7,285, surgical instruments 
Rs. 1,733. 

12th „ Eetnrned medicines wmrth Bs. 500 to Messrs. 
Kemp & Co. 

14th „ Cash sale: meidcines Ite. 728, surgical instru- 
ments Rs. 329. 

16th „ Drew from Bank and paid wage.s Rs. 328. 

19th „ Peceived a B. E. from Messrs. N Powell 

& Co. Rs. 728. 

22nd „ Sold to Dr. Sams, medicines Rs. ] 32. 

24th „ Dr. Sams cleared his account by ])ayin.r a 
cheque for Ite.130, Rs.2 being the discount. 
26th „ Paid salaries Ife. 175 by cheque and Rs. 15 
, cartage, Rs. 8 postage in cash. 

Kemp & Co. Rs. 2,392 and gave 
1 i ■ ’ ■ 1 • them B. P. for Rs. 3,000. 

list „ Eent due to landlord fis. 100 and wao-es to 
u. : ; s the coolies Rs. 125. 


' ' lll'i Li i if! i;’ ’ P ' ' i ! ' ■ ' : ■ 
kt'i'. L 4' v< :■>!! f lip H-'i] I rin-ri- 5- '• 




f)n the 1st, Jannaiy 1921, Mr. Eoy’s books 
'^liuwed the foliowirig balances . « 

Asset :~“(lash in band lis. 32; Gaslian Bank Rs. 130; 
broods on band Rs. 410; Sen Rs. 88; Hartley Ra. 50. 
Liabili ties : — Verma Rs. 30 ; 'Sliarma' Rs. '50, , 

Durin" the moiitk Ms transactions were: — 


Jan. 1. Bo iigbt goods for cash 25 

,, 2. deceived from Sen a cheque on account 15 

,, 4. Sold goods to Hartley 75 

„ 4. Accepted Vernia’s B/E at four months BO 

„ 8. Sold goods to Sen 15 

„ 12. Sent elmqiie to Sharnia *40 

„ 15. Bought furniture and paid by cheque 65 

„ 21. Sold goods for cash 90 

„ 23. Paid into Bank 50 

„ &4. Paid for carriage 1^ 

,, 28. Mr. Roy paid a private bill with his * 

firms cheque 1^ 

Enter the above items into the proper subsidiary 
books. 

7. On December 1, 1926, the following are some of 
the balances appearing in Messrs. Abdul Majid & Sons 
Ledger : — 

Cash at Bank Rs. 15,500, Cash in hand Rs. 600, 
Stock on hand Rs. 8,500, Rent due Rs. 750 Bills 
Payable Rs. 2,000. P. Jones Dr. Rs. 1,700 A. Smith 
Dr. Rs. 3,000, W. Green Or. •Rs. 3,000, T. Robinson 
Or. Ife. 1,650. • 


Open ibe ledger witli the above opening balances 


ami enter the following transactions in rhe 
subsidiary books and post same to tl!t‘ Lodger:-- 

Dec. 1 Bought of W. trreen, Paints 
„ 8 Sold to A Smith, Paints 

,, T) Bought of T, Robinson, Paints 
„ 0 Sold to P. Jones, Paints 

„ 10 Paid W. Green by Cheque 

„ IB Received from A. Smith Clieque 
x4.1lowed iiim discount 

„ 14 Accepted T. Robinson s Draft at three 
# months 

„ 1 0 Sold to A. Smith, paints 
Paid Rent hj Cheque 
„ 18 Sold to P. Jones, Paints 

20 At P. Jones' I’eipiesb drew {)n him at 
three months for 

j, 23 Discounted P. Jones Acceptances at the 
bankers who charged discount 
„ 24 Paid Bills Payable by Cheque 
7 , 27 Bought of T. Robinson, Paints 
„■ ^ 28 Sold to P. Jones, Paints 
^ ' ’^1 Paid the following by Cheques: 

. , Private drawing 

L L. ' d 'd ^ Salaries 


11 roper 

Us. 

1,800 

2,200 

8,500 

1,000 

.3,000 

2,900 

58 

5,000 

1,180 

750 

2,2U(} 

5.000 
40 

2.000 
2,50(1 
2,250 

500 

300 


1 ; ) K («) B?ilance ite. Ledger Accoimte. 

il ' ' ’ n ' ' 

,jl|i#)!l)raW44t Tri»l'©aiance and Prepare Trading 
j I ; I : ■ i • aiid Loss and a Balance Sheet. 


1 
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■M, The following is the Balance Sheet of Bose 
Bros, oji January 1, 1927;;— . 


LiiihiiifieH* 

Assets, 

• '■ 


Rs. 

n.. 

• 

Rs. 

S.aw & Sons 

86 

Cash in hand 

12 

Bills Payable 

65 

Cash at Bank 

189 

■Capital 

852 ■ 

Stock 

363 



Bills Eeceivable 

180 



A. Some 

39 



J. Eose 

118 



Furniture 

102 

Total 

1,003 

Total 

1,003 

During t!m 

month of 

: January the folio 

• 

wing 


transactions took place:— 


Jan. 2 .Re<;*eived cheque from J. Eose in full 
settlement of his account and paid 



same into Bank 

iigr 

15 

3 Sold goods to A. Some 

21 

15 

5 Received B/E at 3 mos. fx-oin A. Some 

50 

11 

(} Gave Shaw & Sons bill received from 

A. Some and cheque forRs. 32; 



discount Rs. 4; Total 

86 

11 

8 Drew cheque for cash 

25 

11 

8 Bought goods for cash 

14 

11 

12 Paid bill due this day by cheque 

65 

11 

15 Sold goods to J. Eose 

94 

11 

17 B/E. collected hy Bank 

80 

51 

21 Paid wages in cash * 

14 



Jan. 24 Sold goods to A. Some 82 

„ 25 Bought goods from B. ]\Iukerji 105 

27 A. Some retiiraed half the goods scdd 
him on the 24th a-s being chunagerL 
Gaye B. Mokerji 3 months' bill for 75 
„ 29 Paid sundry trade expenses by eheqiie 31 
„ 31 Depreciation on furniture 2 

Interest on Capital at 5 per cent per 
annum. 

Shop rent for one month due but not 

paid 27 

Stock of goods 375 

You are required to enter tlie above in proper 
subsidiary books; post same to tlie Ledger; take out u 
T.B., and prepare Trading and Profit and lajss accounts 
and a Balance Sheet. 


^ 9. Eatanlal, a grocer, keeps his books by single 
entry. On January 1, 1920, his assets and liabilities 
were as follows: — 


Cash in hand • • - 25 

Cash at Bank - * • 300 

Stock at cost 500 

Furniture 100 

Debtom ... 205 

j Ceditors ... 660 

, , During the year he draw out o! the business 
Es. 300 for his own. private ptirposes. 






and liabilities on December 31, 1920, 


Cash in hand 
Ca.:sii at Bank 
Stocks 
Fiirjiifciire, 

Debtors 

Creditors 

Prepare a statement sliowin 
the year after writing off 10 per 
on funiiture and providing 10 pe 
to cover Bad Debts. 


10. The following balances appear in AB’s books 
at 30th September:— 


Stock, ist October 
Bills payable 
Sales 

Discount allowed 
Gas and fuel 
Sundry creditors 
Purchases 
Cash in hand 
Rent, Rates and Taxes 
Premises 
AB’s Capital a/c 
„ Drawings a/c 
Plant and Machinery 
Wages (manufacturing) 




^ Depreciation ... ;jiiO 

Caiiiage a*»i(l freight ... uus i 

Travelling Expenses ' 520 

Sundry Debtors . . . ^ 

Trade Expenses ... ^s4o 

Bank overdraft , . . 55 s^ 

Make a Bad Debts R-eseive of Rs. 2iH‘, 

The stock at.30th September was Ta lued at RsJRSoi). 
You are racpiired to prepare Trading and Ihufit/and 
Loss Account for the year ending n(hh September and 
a Balance Sheet as at that date, 

11. How would yoM roctiiy tlio foliowino' <oTors 
made by your clerk and whal effects thd tiioe mistakes 
have on the accounts? 

(а) Instead of debitinjj Laltnolr.ui with lis. 

purchases a/c has been debited. 

(б) Instead of crediting sales a/e witli kv. IT.') 
the a/c has been debited. 

y .1 ; 

(c) Jfeinteuance of plant Ife. 72 has been debiied 
. to plant a/c. 

|;i.y(0 Discounts earned have been totalled to a 
t ih fy® Rs. lo more than what it ought to have been. 

! of goods of Rs, 50-7-0 has been 

^ ; d^cnt^d tp: Knshna Prasad -with Ife 57 r 

f * ' ’ “ “ - ' 

i i ■ ^ ' 1 ' ' ^ i ' d ^ ■ i ' ' 

- ^ - - 

irf I "1 nr ■■■ * f f r- / > ; ■■ ■■ ^ ,■ ! . ; ■ 



Vi. (.)ti 1st ilarcli, 1907, Wm. Slater coiameneed 
Imsinoss -ft itli a balance at his bankers of £1,500 and 
(’a.<n in ollifc S'i'io. Enter in the proper books, post*bo 
Led'rer, ami take out T. B. 

■■ ■ ■ • 

Mar. 1 Purchased goods for cash 175 

2 Pinh.i for office rorniture and Fittings, 

cash ’ 10 

„ 5 Paid into Bank 25 ' 

,, i\ Sold W. x\.nson, Goods 1 

9 Ff.eeoiTed from W. .Anson on Account 1 
,, 12 Sold J. Wormald, Goods 

j 5 Eeeeived from J. W ormald £32, allowed 
Pis. £3 

1(j Boughf of Sims A Co., Goods 
,, 19 Paid Ohec|iie to Sims & Go., in full * 

settlement 

„ 19 Purchnsed from hlmile Robarts, Goods 50 

„ HI Casli Sales for month ,20 

Paid wages by cash 

Paid rent for month by cheque 10 

Paid into Bank 


1H. From the following particulars of Messrs. 
R. & Go., Lucknow, prepare a Trading a/c and a B/S, 
as on Hist December, 1927: — 

Stock Rs. 1,250, Sales Ife. 11,800, Bad debts Rs. 180, 
B. E. Rs, 2,730, Machinei’y Rs. 6,230, Wages Rs. 1,000, 
Beturns outwards Rs, 1,000, Returns inwards Rs. 1,450, 
Purchases Rs. 8,000, Cash on hand Its. 895, Cash at 
Rank Rs. 1,275, Salaries Rs. 750, Creditors Its. 2,780, 
Debtors Rs. 2,490, Discount (dr.J Rs. 320, B. P. Rs. 2,300, 



Gapital Rs. 10,000, Carriage Ite. 100, Insui 
Pxiiiting charges IteV270, Depreciatioii Its. 

Allow 4-J% interest o:!i Capital. 8to( 
Rs. 3,700.' 


om the follDwing Trial Ihilanee of Mp.sm-: 
>. Calcutta, prepare a Ti'ading a/c. P. and J 
Balance Sheet as on 31st Dee. 192();— 

Rs. 40,000. Creditors Rs. 5.720. B. P. Rs. ],52'; 
,327. Loan Rs. 10,000. Debtors Rs. I'sa^ 
,925. Diseoiiiit (Dr.) R.s.423. Postao-e 


f 
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IB? AVhat. i.s meant ‘ renewing’ a bill? A receives 
B/F? fruin _B fnr Rs. 100 and discounts it with, his 
banker for i\V. 05. On the bill becoming due B requests 
A to renew it, which A does, adding Rs. g to the new 
bill i'oi' interest. What journal entries will be ne*eessary 
to record this' tinjisactioB in A’s books. 


?,17, A, (Ireeii purchases by a' Draft goods worth 
Rs. 8,0ij0 from B. Robinson with a promise to pay him 
alter three months. B,. Bohinson endorses the Draft 
to A. Peters after a month, who diseounts it with a 
bank at discouiit of 2 per cent. Show how this 


transaction 

coiicemed 


will be dealt with by the various parties 


18. From the following Trial Balance taken frofn 
the books of a inerchaiit, prepare Trading and Profit 
and Loss A(3Coinit foi* the year ended 31st December, 
1928, and a Balance Sheet as on that date. Stock on 
hand 31st December, 1928, Rs. 500. 

Rs, 

1,080 


Capital Account 

Drawitigs Account 

Salaries 

Wages 

Bent 

Furniture and Fittings 
Rates and Taxes 
Discounts allowed 
Purchases 
Sales 


Ks, 

400 

150 

350 

50 

100 

30 

50 

2,300 


3,500 
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Return Inwards 
Return Ontwards 
Diseonnt received 
Sundry Debtors 
Sundry Creditors : 
Stock, 1st Ja.nna.ry 
Cash at Bank 
Casli ill hand 


11). Enter the following transactions 
in a three eolninn Cash Book and balance it 


Coinraeiiced business with Rs. ROOD in cash. 
Paid into Bank Rs. dOO. 

Boriglit furniture and paid for same bv 
cheque Rs. 70. 

Purchased fo»‘ cash an almirali Rs. 24. 
Bought goods and paid for same hy cheque 


„ 6. Sold goods for cash Rs. 120. 

Paid into Bank Rs. 50. 

„ 7. Drew cheque for wages Rs. 15, 

20, A sold on 1st Febrnarjq 1930, to 
goods to the yalue of Rs. 580; the tern 
i^'ere oilginally cash in a month, but sabs€ 
terms were altei^ed, B^arranginer to nav 1 



on tlie goods beingvdelivered/ as to the balance 
to aoc<-'p^ A’s draft at two iiiontlis for Rs. 250, and at 
four niontlis for Rs. 200, B also agreeing to pa, y (in cash f 
discoiint at 4% witk 1% commission on the tw/) bills. 
This agreemeiit was carried oat; the Rs. 130 with the 
discoiiiit and commission was paid by B, and the two 
drafts as accepted by limi were handed over to A. 

Make the iiecessaiy Journal entries to reeoi'd the 
above transactions in tiie books of B aiid tlien ])ost 
them to the Ledger. 

2L Write up in t.he books of both parties, the 
Ledger accounts (including* Cash) for the following 
transactions in the bills. 

On 1st January Silver accepts a 3 monthsM^ll 
for Rs. 125 drawn on him by Goldman for the latter’s 
benefit Goldman discounts the bill at the .rate of 
34 per cent and at maturity forwaxMs Silver a cheRue 
with which, to meet the biU^^ • 

22. .From the following Trial Balance of Messrs, 
Bal & Sons. Cawnpur prepare a Trading and P. and 
L. A/cs and B, S. as on 31st March, 1928: — 

Stock (L3-1928) Es. 2,720 Capital Es. 18,000. Sales 
Es. 12,439. Eeturns Outwards Es. 1,200, Wages 
Es. 1,510. Eeturns .inwards Es. 1,000. Carriage Es. 400. 
Purchases Es. 10,492. Salaries Es. 1,400. B. E. Rs. 3,291, 
Depreciation Es. 600. Discount (Or.) Es. 627. Postage 
Es. 132. Insurance Es. 119, Commissions (Or.) Rs. 390. 
Cash Es. 1,400. Bank Rs. 1,900. Biiiidings Es. 5,290, 
Machinery Es. 6,710. B. P.Rs. 4,^^7. Creditors Es. 7,i)8i. 
Debtors Es. 8,100. 





riiluvv ir/0 interest oil ua, pita! arid reserve 5^Vo for 
Bad and Doubtful Debts. Stock on hand Rs. 7 929 

23. ^ Mr.. B|ilkn.sluin\ started \his7busme^^ 1-1”1928 

ivitli tlie following* balances:- - 

Cash. Ks. 1,17,000^ Bank Rs. 4,300, Building* Rs, 
0,320, Macliinery Rs. 8, 287. Rama owed him Rs, 2 400 
He owed Krishna Rs. 1,227. B. E. Rs. 4.000, B, R Rs. 

8,290. Goods on hand Rs. 4,210. 

Enter the following* transactions in proper books, 
post them in the ledger, and nrenare a T B*-~ 


January 5. Purchased goods from Kali Prasad 4, 
r „ 7. Retiirned to him goods 

7 8. Received cash from Rama and 

paid it into bank. j 

y, 8. Allowed him discount 

11, Purchased furniture from S. & Go. 8, 
5 : 15. Sold goods to Me liar Ali ... 

71 75 y, Kumar ... 

5? -7. Paid S. & Co. in settlement ... 3 

55 20. Paid postage 

20. Coolie hire 

55 25, Mehar Ali returned goods ... ; 

„ 26. Drew a bill on Kumar ... i 

5? 29. Paid Krishan by cheque ... [ 

55 31. Paid s'alary ... t 

57 81. Wages j 

p; 5 ^ 31. Rent to be j)aid for the month 

t n 31. Rent due from Jagniohaia 


9 
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24, Mr. Btilwant has his accotmt in the Imperial 
Bank of India. Aceording to his books his bank balance 
as on 31st Beceinbeiv 1928, ought to have beeft 
11s. 729»8-9. He sent cheques of Rs. 900-12-0 to the bank 
for collection; but cheques amounting to Rs. 487-11-0 
are to be collected as yet. Out of the cheques issued by 
him in satisfaction of his debts, cheques of Rs. 293-7-0 
have not been presented for payment. 

Find out the Pass Bouk balance by preparing the 
Bank E»e conciliation Statement. 

25. On 1st January, 1933 Mr. Nepalsing starts liis 
business with Rs. 12,000 in Cash, Rs. 15,000 in bank and 
Rs. 1,200 worth of silk and Rs. 1,000 worth of cotton 
on hand. He owed to Janki Prasad Rs. 308 and>to 
Rup Ram Rs. 900; Ram Bharosay owed him Rs. 1,209 
and Ram Lai Rs. 870. 

Jan, 2. Purchased from Janki Prasad cotton Rs. 2,800 
and silk Rs. 800. 

„ 3. Returned cotton of Rs. BOO silk of Rs. 100 to 

Janki Prasad. 

„ 4. Paid Janki Prasad by cheque Rs, 1,000 and 

Rs. 400 and accepted his bill of Rs. 1,000 due 
30 d/s. • 

„ 6. Sold to Ram Bharosay cotton Rs. 1,500 and 

silk Rs, 1,800 and charged him Rs. 15 for 
freight and other charges. 

8. Ram Bharosay returned silk of Rs.oO and cotton 
of Rs. 95. 

„ 8. Reed, a cheque of Rs. I,p00 from Earn Bharosay 

and paid the same into the bank. 


, 9. Drew from bank B,. 320 for private erpe&es 

n. P,u.^ased from Earn Lai aili 700 and 
cotton Rs. 300. 

silk*K,^20(f"” 900 and 

12. Paid wages Il.,208 Eent Bs.2.5 and postage Bs.s. 

for^Tn'^d**"-!'," '™°> P™m«l>and' 

byotqfe. Wn 

"■ td" “rs" 

20. Sold silk for cash Us. 14.5 and cotton Es, 196. 

32. Premcliaiid allowed ns k,s. 20 by wav of 
discount and we paid tlie bala.nce in casli^ 

^-Wing for 

Rs>. -,200 and furniture for Rs. 310. 

». Paid wages &. 220, carriage 8a. 25 office 
«penses B,.22 and telegmph charges 8..2-M 

' so“ld''Z‘’ °“'“'’”''*™“ -RupEami!,,250 and 
etoeshi llr' I"*' li' 910. 

Wes, Bought and Hetnma°booS“ 



HIGH SCHOOL & INTERMEDIATE BOARD U. Pt 
High School Examination Pkpers , 

1933. 

1. Explain briefly the principles underlying the 
Double Entry System of book-keeping, aud point out 
the advantages of this system over Single Entiy 

Sy stein. 

2. What is meant by the Imprest System of 
keeping the Petty Cash ? Submit a ruling of such a 
Petty Cash Book and enter therein three specimen 
transactions. ' 

3. Give journal entries to correct the following 
errors in accoiuits:-— 

(a) An Invoice received from Earn Lai for 
Rs. 550 was entered in the hooks as for 
Rs. 55 only. # 

(lA A sum of Rs. 1,000 paid for repairs done 
to Buildings was debited to Buildings 
Account. 

(c) Rs. 600 paid for rent was debited to the 
landlord's personal account. 

(d) Rs. 200 were debited to Earn Nath instead 
of being credited^ 

Pass the necessary ^jouriial ^ntides' to rectify the 
above mistakes, i i ^ 

4. Prom the following Trial Balance of a trader, 
prepare Trading and Profit and TL iOss Account for the 
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half-year ending 30tli Jane, 1932, and a Balance Sheet 

as at that date: — j)i-^ 

^ 1 hs., , }:>o 

(capital, 1st Jany., 1932 ^ 

St<x>k, 1st CJuny!, 1932 752 V.T^ 

Parchases ... l,4,S7 

Return.? Inwards ••• ... 4.3 

Returns Outwards 

iJiity OT) Imported goods ••• 261 

Carriage on purchases •*. j30 

Carriage on sales ... 2«)1 

Office salaries ... 240 

Drawings ... 4 qq 

Rent paid ... ... jgQ 

G-enerai Expenses ... 153 

Commission earned ... ... 9 qq 

.Bank balance ... ... 4(30 

. Sundry (Jebtoi's ... ... 4094 

^ Sundry creditors ... 

Bills receivable ... ... 246 

Horses and carts ... ... 359 

Total ... 5,653 5^^ 

Stock in Imnd at 30th June, 1932, was worth Rs. 981. 

' January, 1932. X sold goods for Rs 500 

to 1 recemng a B/E for that amount payable two 
months after date. X discounted the bill with his 
for 1^ 495 On the due date, the bill was 

leeeived Rs. 200 as first and final dividend from Y. 

■ Show the neeessafy accounts in the ledger of X 


n I U : d f ,r 1 j y : ' ■ _ ' 

i V ? ■■ • " " ■ J ■ "0 ' 

- ? 4 • ? ' ■ ■■ • i J ' 4 ! : h, '■! ■ ( , 

! I ! I s i'h 1; i 1 1 

-I f f ■ '! I 
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Q. 1. On Jan. 1, 1 030, the position of business 
Messrs. S. Raman & Co. was as follows:-— 

Assets, I LiAilUies. * 


Cash 
Bank 
Stock 
B/R. 

A. Ram 
J.' Parsacl 
Piimiture 

Transactions for the month were: — 

Jan. 2— Sold goods to A. Ram 
„ 3 — Reed, clieqiie from J. Parsad in full 
settlement of his account and paid 
same into Bank 

,, 5 — Reed, from A. Ram a B/E at 3 montlis 
„ 6 — Gave Shiam & Sons the bill received 

from A. Ram, and a cheque f o r 
Rs. 32; discount Rs. 4; total 

„ 9 — Drew cheque for cash 
„ 9 — Bought goods for cash 

„ 12 — Paid Bill due this day by cheque 
„ 15 — Sold goods to J. Parsad 
„ 17 — Bill Receivable collected by Bank 
„ 21 — Paid wages in cash 
„ 24 — Sold goods to A. Ram 
„ 25 — Bought goods from B. Lai 
„ 27 — A. Ram returned half the goods sold 
to him on the 24th instant 

„ 29-— Gave B. Lai 2 mos. bill for 
„ 30 — Paid sundry expenses 6y cl>eqiie 


Sliiam & Sons 


("«) Yon are required to enter the above in proper 
subsidiary books, post to tbe ledo-er, and extract a 

iTial Balance. 

(p J^rom the above T/B prepare Trading and 
Profit and Loss A/cs, and a Balance Sheet. 

Stock on 81st January, 1930, was worth Rs. 375 

2. A Adams sold goods to B. Benson for Rs. 150 
receiving a cheque for Rs. 50, and a B/E ( due one’ 
moil til) for the balance. 

A. Adams sent the cheque to his Banker, and 
discounted with him the Bill for Rs. 96. 

B. Benson, however, failed to meet the bill on 

maturity, and the Banker returned it to A. Adams 
cliarging Rs. 1-8-0 for expenses. ’ 

Next, B. Benson requested A. Adams to renew the 

Bill for one month more, and add Rs. 2-8-0 for interest 
which he did. ^ 

'’a above transactions in the ioiirnal of 

vJx. Adams. 

3. Explain any four of the followino-- 
(«)Eeserve for Bad and Doubtful Debts, 
(S) Depreciation, (c) Drawings, (d) Fixed Assets’ 
(e) Real Accounts, , (/) Trade Discount, 
(^) Accommodation Bills. 

4. What is a Reconciliation Statement ? Prepare 
one from the following particulars: — • 

\ Balance as per Cash Book, Rs. 972-13-0 
Balance as per Pass Book, Rs.. 1,751-2-4. 
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Cheqiies not yet presented-^ 

(i) Es. 324- 4-6. 

(ii) Es. 63-14-0, , 

(iii) Es. 263-13-9. 

(iv) Es. 73- 4-0. 

(v) Es. 276- 0-7. 

Not entered in the Cash Book — 

Interest on Bank Balance, Rs. 14-4-0. 

Bank charges, Es 2-3-6. 

Cheques received and entered in the Cash 
Book, but not sent to Bank yet: — 

(ij Es. 2u0. 

(ii) Es. 35. 


1931. 

Q. 1. On 1st March, 1929, Z sold to Y goods of the 
Yalne of Es. 1,200 and drew upon him at 3 months for 
that amotint. On 15th April, 1929, X purchased 
from A goods worth Es- 2,000; he handed A a 
for Es. 7F0 and F’s acceptance in full settlement of 
the purchase. A discounts the Bill with his bankers 
for Es. 1,170. On maturity, the acceptance is dis- 
honoured by F and X pays up the amount. Show 
how the transactions would be r^^corded in the books 
of X, F and A, ^ 


m 
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Q. 2. Explain the following: — 

Opening Entries; Closing* Eiitries: Narration; 
Fixed Floating Assets; Gross Profit; Net 

Profit. 


Q,. 3. Prom tlie following figures, pi’epare a Tra- 
ding [and Profit and Loss account and a Balance 
Sheet: — 


i' I ■: -5 

• 3 ,■ 5 


A. Brown's Drawings Acconiit 

Rs. 

6,000 

A. Bi’own’s Capital Account 

24,000 

Sundry Creditors 

43,000 

Bills Payable 

4,000 

Sundry Debtors 

51,000 

Bills Receivable 

5,000 

Loan advanced to R. Rao 

10,000 

Fixtures and Fittings 

4,500 

Opening Stock 

47,000 

Cash in office 

900 

Cash at the Imperial Bank 

12,500 

Overdraft with the Central Bank 

6,000 

Purchases 

50,000 

Duty and clearing cnarges 

3,500 

Sales 

1,28,000 

Staff salaries 

9,500 

Returns from customers 

1,000 

Returns to creditors 

1,100 

Conamission and travelling expenses-" 

4,700 

Trade expenses 

2,500 

Rent Account ^ 

2,000 

Discount received 

1 . 1 ; _ , ' 

4,000 



The closilig stock amounted to Rs. 52,000, atid 
Bs. 300 were outstanding for clearitig charges. ^ 

Q. 4. What do you understand Jby the Single 
Eotiy System of book.keepmg? How does this' system 
differ from the Double Entry System ? Explaiii the 
advantages of the latter system as compared with the 

fomer. ^ ' ■ ■ ■, ' 

Q. 5. A book-keeper makes the following mis- 
takes in writing up liis books. Give entries necessary 
to rectify the mistakes; — 

(1) Es. 500 paid for Eepairs to Machineiy have 
been debited to Machinery A/c. (2) Goods worth 
fe. 300 sold to B have been debited to C’s account /B) 
Es.lOO paid as salaiy to the Manager have been debited 
to his personal account. (4) Goods worth Bs. 500 
purchased from E liave not been passed throngli tlie 
Purchases Book at all, but the goods have been ineiii- 
ded in the closing stock. • 

What would be the effect on the Profit and Ijoss 
A/c. if the mistakes were not corrected ? 


c 


AJMER & RAJPUTANA BOARD 
High School Examination Papers 
1933. 

Kote. Answer only five qiiesfions. Questions 6 mid 7 
are compulsory, 

1. Explain the different ways of preparing a Trial 
ffa ance and write what yon will do if the Trial 
Balance does not agree, 

cl ‘dishonoured Bnr. What steps 

Jiould be taken by the holder if a bill is dishonoured? 

3. Explain carefully the following terms: Accrued 

made P w Why are they 

examples/ appear? Give 

a^re!' wff? always 

S r t p ir of ‘he 

Cash Book? If not, why not? What will you do 
itoder such circumstances, to reconcile your entries ? ’ 

RonV « T foUowing items in Petty Cash 

Booked carry down the balance as on 6th January, 

dan. 1 Cash, in hand j^., 

„ 1 Received the amount necessary to 

make up fte Imprest to 20 

fT 2 Piu'chased postage stamps 4 . 




3 PaicLb US fares 

4: B^eceived cash for sale of waste paper 
.5 Paid tonga hire ' 

,5' Bought string ■ ^ 

6 Bought brown paper' 


Eater the following in proper bill books 
; im , Rs. 

Feb. 1 Received B/E at 6 months in payment 

of Mohan’s account 45 

„ 2 Gave the above bill to Jaikishen in 

payment of his account 

„ B Drew a bill at 2 months’ upon SitaRam 100 
„ Discounted the above bill at - the bank • 
at 6% per annum. 

5 Accepted the bill drawn at 3 months’ 

by Ram Kishen 80 

Either, 

' « 

7. Prom the following prepare the A/c, P. & L. 
A/c, and Balance Sheet of Lala Girwar Lai for the year 
ended 31st December, 1931 : — 


Girwar Lai’s Drawings 
Plant and Machinery 
Stock, 1st January, 1931 
Carriage Inward 
Carriage Outward 
Wages, Manufacturing 
Office Salaries 



Purchases and Sales 
Returns Inwards and Outwards 
Rentj Rates, and Taxes, etc. 

C’oal and Coke, ete. 

Discount allowed and received ■ 
Bad Debts written off 
Debtors and Creditors 
Bills Receivable 
Bank 

Cash : ■ 

Postage Stamps 
Oil-war Lai’s Capital 

^Bad Debts Reserve, 1st ,fan. 1931 
"Hills Payable 


5,670 

8,890 

225 

350 

m 

800 

250 

255 

8,240 

2,500 

1 ,020 
176 

7,350 


- Post the following tiansactions direct into ledo-, 
find extiact a trial balance: ^ 


Oet. 1 Goods in stock Rs. 900; Balance at Bank Rs. 8 

(A- October 20) ife. 1,000; B/l 
. January 12) Rs. 1,200; ff owes me Rs.5 

« October 

150; B/P. {K, October 15) Rs 80 

‘weffRs. 99. 

acceptance to ./due this day. 
t goods from L fe. 2,000, a ini' gave hii 
niy aeceJ>tajice at 2 months foi- Rs. 5,099, 


' ( 261 ) • 

mi : , ; ^ 

Oct. 10 .Sold: goods to .G .Rs. 1,500, and drew on Wm at 
2 months for Rs. 1,550 to settle. « 

,, 12 Diseoiinted bill (discount cl),arged fo. 15). 

„ 15 Drew cheque to pay my acceptance to K. 

,, 20 acceptance paid into bant. 

,, 25 iJ pays me in settlement Rs. 60, and I write 

off the balance as bad. 

,, ,81 Trade expenses ,Rs. 50.. 

Private expenses Rs. 50. 

Value of stock Rs. 2,000. 


1032. 

- Qficstion Ao. f 

mnpukori/, 

1. Explain the system of double entry book- 
keeping and discuss its advantages. ^ 

2 Wliy has it been necessary to subdivide the 
Joiirnal? Give its main subdivisions and mention 

the transactions to be entered in each. 

8. Give the rulings of any three books of original 
entry and enter in each two imaginary items. 

4. Differentiate between a Trial Balance Sheet 
and a Balance Sheet. Is the Trial Balance a conclusive 

proof of the accuracy of book? 

o. What are closing entries ? How do you close 

the Personal accounts. Heal accounts, and Nominal 

accounts ? 


of preparing a Sank 


6. W hat is tke object 
Reconciliation Statement ? 

' Prepare a Bank Reconciliation Statement from tlie 
following particulars: Pass Book balance Rs 175-4-9. 
Cheques drawn and not presented Rs. 150; Cheque.s 
deposited but not credited by the bank Rs. 86- Bank 
mterest^aUowed,but not entered in the Cashbook 

7. The following is the Trial Balance of Lala Shri 
Ram Prepare Trading and Profit and Loss accounts 
foi the qiiarter ending 30th September, 1931, and a 
Balance Sheet as on that date:-- - 


L. Shri Ram’s Capital 
L. Shri Ram’s Drawing’s 
Stock on 1st July, 1931 
Freight on purchases 
Purchases 
Returns Inwards 
Wages (manufacturing) 
Office salaries 
Trade Expenses 
Rent paid 

Rent received from rooms 


Rs. 

25 

874 

41 

040 

15 

100 

84 

10 

40 


Rs. 

1,327 


Freehold premises 

15 

500 

Machinery 

Sales 

••• 235 

Kam Das 

2,134 

Keshao Ohandrsf 

100 

44 




s 

I 



3,620 


3,620 



Ks. 

Biwan Oliand 

47 

Biscoiint (Balance) 

— 15 

Cash 

•••• 164, 

Bank (current a/c) 

- 327 

Bank (Deposit) 

- 500 


The value of stock on SOfcli September, 1931, was 
Rs. 100 ,' 

Prepare a Cash Book from the following particiilars:- 
1932. 

Jan. 1. Cash in hand Rs. 1,575-9-6 

Cash at Bank Rs. 45,700-‘8-9 « 

Discounted a bill for Rs. 5,000 at P/o 
through Bank. 

6. Bought 1,350 mds. 20 seers of goods ^at 
Rs. 5-8 per maund by cheque on Bank. 
Paid salaries of establishment Rs. 750. 

Paid Trade Expenses Rs. 60. 

Paid Taxes Rs. 200. 

Paid Insurance charges Rs. 50 
Sold goods 1,050 maunds at Rs. 6-4 per 
maund and proceeds deposited in 
Bank. 

Received repayment of a loan Rs. 3,000 
and deposited same in Bank. 

Invested Rs. IjOOO^ in '.G-.^ P.;iN*otes at 98'%" ' 
by cheque on Bank^ ^ 


10 . 

12 . 

15. 

20 , 

25. 


31. 


31 . 



GLOSSARY. 


Acceplance.— Wiien a drawee signs h’m rianie 
aci-oss the face a bill it is (valleS. mi Aceepance. 
The more appropriate name for a bill before acceptance 
is a I)r f/t, 

Accomodation Bill. — It is a bill wit boat any 
consideration and is put iiito circulation to raise money 
on the same by discounting it. It is also called Kite, 
Windmill or 

Account —It is a record kept in a ledger of 
transoniions with apartieiilar person or thing. Accorints 
a,j-e divided as Fersoufd i/.e. those relating to 

])ersons) and Impersonal Aecounts ii.e. tliose relating 
to t hings . Impersonal are further subdivided 

into i?erd or Projyerf// dr coim (i.^. relating to various 
business assets) and Xoniinal Accounts which relate to 
losses or gains of the business such as wages, trade 
expenses, etc. , 

Accrued Income. —It is the income which ha^ 
fallen due but is not as yet actually received. 

Account Sales.— It is a document submitted by 
the consignee to the consignor of goods showing 
therein the proceeds of the goods sold, the expenses 
incurred and also the commission charged. 

Allonge. — It is a slip attaclied to a negotiable 
instrument to wiite endorsements thereon when the 
space on the same is filled. 

Allowance. — It is a deduction allowed from an 

account. 

Ante-dated cheque.— It is a cheque bearing a date 
before the current date. ^ 


j. ,, It IS a property of any (iescn'irtioii/ Tiio 

tollowjng- are its iiri] oriaut L-inds;— ‘ 

J?V.m7 J,wfe_are_tliose which are iUMuiired for the 
piirposQ, of earfung income. 

Floating or Chcnlnting Aasets are those that niv 
acquired for the purpose of resale or conversion into 
money at a later date. 

Taking Assets are as.sets of fixed nature that decrease 
of tinm tear or tliroug’li lap.se 

nf « assets side 

I a JfaI.rnce bheet winch, do not represent a nr tanfi-ible 

SST'* or property and from whicli nothing can be 

. Liqnhl Amts nve i\wse i\vAt can be rea.iilv turned 

Bad Debts are those debts which are not likelv 
to be real used. 

rn. Itbs a. re.scrve made out of 

^ad Pi'ovi.sion for the poa.sib]e 

and '' showing' a.ssets 

JerioS's,;;! ” '*» »'■ 

bar Charges.— These are s.mail amounts charged 

1 3 the banks by way of commission, charge.s, etc. 

This is tJie amount a trader 
owes to Ins banker on his cnrrent current. 

neo-otiated''w-rf‘*“f Cashed or 

aegotiated without an indorsement. 

Exchange. It is an instniineiit in writiiic 
contarningammconditional order, signed hr the makei'’ 

W a oeJtaln Snn"f 

to th/K°fiin of a certain i 

to the bearer of the yistrnraenfc. 


pe.rsoTi or 


' Book Debts are the debts owing* to a trader. ^ 

Bought Book.— It is a sitbsidialy, . book or a book of 
fi rs t, eirtry . in w liicli ai*e recorded oil tlie p iirciiases. mad e 
on credit. It is also called a Piircliases Book, Bought 
Day Book or Invoice Book. ** 

Capital Account. — It is ihe account of the 
proprietor in reiaiion to the business. 

Cash Book. — Ir is a book in which all the cash 
ti*nnsactiotis are re(3orded. Some business houses 
maintain in tliis book bank and disconut columns also. 

Cheque. — It is an unconditional order on a banker 
signed by the drawer ordering payment on demand 
of a specified amount, to a specified person or to his 
order or to the benrer. A Bearer Cheque is one that can 
1)6 cashed or negotiated without an indorsement while an 
Order one is tliat wnich needs indorsement for the same, 

» ^ % 

Circulating Assets. — (See Assets'. 

Closing Entries — By closing (Entries are meant the 
transfers of the various gains and losses from the 
nominal accounts to a Trading or Profit and Loss 
Account and the transfer of the balance of the latter 
to the capital or drawings account. " 

Compensating Error is an error of an equal amount 
on both the sides of the ledger. 

Consignment. — ^It is a transaction in which goods 
ai-e sent to au agent at another place for sale. Tke 
person wlio sends the goods is known as the Consignor 
and the person to whom the goods are sent the 
(jonsignoe. 

Cerdit Note. — It is a statement giving details of 
allowances made for goods returned, over charge, 
wrong, quality, etc. it is written in red ink. 

Credit Slip is a slip sent with the remittance to a 
hank giving therein the details of remittance. 




U-ossed Cheque. -Iris a clieque l.earii,..- .a, 
toi'ds linos will, th 

Daily Register.— See fioii.rnal'K 

'I:,"" 

ri™,? n,: 

Debit. It I be left bniui sidu of ] - j 
account. ^ ledo-er 

Debit Note.— It: I u .statement <>'iviie>- . 

Debtof is ono ivfio owo.s inone'v. 

^ Deposit Sli?.--(,Sw Cl edit slip). 

rf? '‘T s^l>n’nkao-o in valna 

iioii-pajmeju. ^ non-acceptance or for 

. ■ ^ » personal! whom a bill is drawn 

; ‘ ; -thrawer is a pciwn wlio draws a biJL 




(, m:\ : 

. feoiible Eniry ' Sys'.em.— ’It . is- the^ system of Book- 
Icpeping in jeli both persoTial aiiel impersonal accounts 
ore kept and a d()iible entry is inade in respect ea«li 
transaction once to the debit and once to the credit. 
Draft.-“-(See Acceptance). ' « 

Drawings are the occasional witiidi-awals of 
from business for tlie use of the proprietor. 

Entry is a record ot a transaction in the proper 
hook. 

Ficlilioiss Assets-— fSee Assets). ' 

Fixed Assets — (See Assets). 

FloaSmg Assets— (See Assets),. 

Foreign Bill — (See Inland Bill ) 

GocdwdL- It is a fixed intangible asset the 
e^xistence of A'vliic.h is due to good connections O!* the 
repiitatiou whic^li a biisio has acquired., or to the 
suitable position of a business bouse. 

Gross Loss — (See Loss'. ♦ , % 

Gross Profit.— (See Profit).. 

Impersoiial : Account.'-^-iSee Accounts ). 

Imprest System — This is a system of keeping pett}^ 
■cash. i.ii wi)ich a certain siiin generally sufficient for the 
expenses of a cei'tain period is advanced to the petty’^ 
taxshier and at the end of the period he is ])aid the 
amount spent by him thus recou|)iug the fixed amount 
that is to be with him. 

Ifidorsemenf-. — When a maker or a holder of a 
instrument signs the same, otherwise 
ns such maker for tlie purpose of negotiation lie is 
said to indorse the same and is called the Luiorser; while 
the pfison in whose favour it is indorsed is known. 
iMarmB. 

of Exchange is one 
wdiieii is drawn in British India on a person resident of 
•British India or made payable i. a British India. Ever}" 
other bill is a Foreign BilL 

Insolvent is one who is^ unable to payffius debts 
in full. 


negotiable 
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Invoice. — It is a docimient showing- thereiif tiip 
ijnantity clesoriptioii and price of tlie goodss jiiirelmsed 
Joint Venture Account,-It, is tlie record of transac- 
tions made jointiy by two or more persons wit I, a view 
to divide the profits and losses. It is in short 
temporary pjirtiiersh ip. 

Journal.— The Journal or DaHy Record or Daiix- 
Register as it is called is a book oi first entry in which 
trajisaetions are written from tlie Tt^aste Book in order 
at date ami in a, classified form for the sake of 
translemno- tl,em to the ledger. Now-a-davs the 
pie.s&me on the jonniaJ has been greatly relieved!, v tlie 
tarioiis subsidiary books. • ' ' 

Kite. — ("See Accomodation Bills.) 

0*' accounts in 

’wlnoli are mam tamed m a cla.ssified form all the 
accounts of a trader as made np from the subsidiary 
books or tiie books of original entry. ^ 

Uabilities. — These are the debts of the fii-m. 

Lilcluici Assets. — .Assets), 

Driee^“r™/^ “‘'r 

pice fr,a‘<,vLo.s-.s-,.stheexeessofpnrciiase money anS 

qt|4=,.T, Sr 

?r„“r 

in thelommtl""^*' '' given form, entry 

, . Net Lioss.— (See Loss). 

! ;• ; I Prpfit.— ( See Profit). 

Noimnal Accounts.— (See Account) 

the'lfilfnm»4 incurred in getting 

tne mil imted after it is dishonoured. 

c ; ' . On Demand means on presentment. 

iV .. P®n*®§ I^try. -It is an entry passed to rpcni-d 

opVed.^®.'^^ Baiance Sheet m the books newly 

I i ' ' 

Irinr;-! 


^ass Book— It is a book in wliicli awe recorded 
by tlie banker all the transactions of a party with. him. 

Payee is the party to whom or to whose order t^ie 
money of a cheque, a bill, or a proinissoiy note is 
to be paid. • . , 

Personal Account. — (See Account) 

Petty ' Cash . — It is a small snm adwaneed to an 
Assistant Cashier or Junior Clerk to make small 
payments. 

Post dated Cheque is one which bears a date later 
than the ciirr#^nt date. 

Profit.— It is the excess of selling price over the 
buying or cost price. Gross Profit is the excess of selling 
money and stock over the purchase money and 
expenses for purchasing as shown by the trading 
account. ]S^et ProJit is the excess of gross profit, and 
other income ov'er fclie expenses as shown by the Profit 
and Loss Account. « 

Profit & Loss Account. — It is an account in which 
are collected all the items of losses and income with a 
view to ascej’tain the i-esult of the working of a period. 
The excess of the debit side over the credit side is 
Js'el Loss if otherwise Ad Profit. ^ 

Promissory iSiote. — It is an instrument in writii^g 
containing an unconditional undertaking signed by 
the maker to pay a cei'tain sum of mo!iey only to or to 
the OTxler of a certain person or to the bearer of the 
iustriiment. 

Purchases Book. — (See Bought Book). 

Purchases Returns Book. — (See Betui-ns). 

Rea! Account. — (See Account). 

Rebate. — When a bill is paid before the due date 
some allowance for tlie interest for tlie period to run 
is made and is termed ‘Rebate’. 

Reconciliation Account or Statement.— This is a 
statement prepared to reconcile the balances of the 
bank account as shown by the Pass Book and the 
Cash Book having a bank colifmn or a bank account 
in the absence of the same, , 
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Renewal of a bill is the of ofviiio' a newJfAl in 
pkico of Hie one already in eirculntion whioh k thn.. 

cjuittt'lled iiiid IS savni f]-oiu Ijeiny- 

Reserve for Bad Debts. -(See Ihid 1 ),.hr.s i.0.servei 

Ketvis-ns are .o'oods retni'ned. Purrlus^s Refund 
are goods returned by the piirohnsers wliile 
leiimis are tlio.se made by seller.'^, and tin- l.ooks in 
w hicli tJiese are recorded are known a.s jReturn.s Books 
lhe_ hm-hme Rrhinw or Returns Outwards book contains 
entries regarding returns out of pnrcdiases wliile the 
Sales Keturns av Returns Inwards book Contains j-ecurds 
01 return out ol o'oods sold. 

Sales Book.— It i.s a book in wbieii all credit sales 
are recorded and i.s al.so known as Ihu/ B,„>k, .•s,dd Dnu 

Book or Sales Jofim id. 

Sales Returns Book.— > See lieturnsi 
_ Single En:ry.-It is a style of book-keeping in 
wl)4eh only llit‘ ])q.rs(>iKd aceomiis nre .ivooixled mcl ns 
such IS r» vory cletecbive .nieiJio(l nnd fnr inferior to 
the Doiihie Knu-y system oi; liook-keejiino-. 

Stale Cheque i,s one whieli i.s some'"montli.s old 
iisnally ot six months and ovei*. 

" Suspense Account— This is nil account to which 
i^ems are posted as a tempoi-ary ineasines when there 
IS an uncertninty nhont them. 

Trade Discount. — (See Discount) 

Trading Account— This is uu account made up to 
ascertain the gro.ss p,ofit or gro.ss loss It i.s debited 
with the opening stock net pnreliases, wages, carriage, 
etc. and credited witli the net .sales and stock 'Idie 
excess of credit side shows gros.s profit and that of 
the debit gross loss. 

balances both debit 
and Cl edit brought together to check the aiithmetical 
accuracy oi posting. 

■ i over.-— Total .sales during a given period. 

- i Waste Book.— It 1 .S a book in wfnch tran.sactioii.s 
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